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ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


MONDAY, NOVEMBER 23, 1953 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON SociaL SECURITY OF THE 
Commirrer oN Ways anp Means, 
Washington, D.C, 

The subcommittee met at 10:15 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, Hon. Carl 
T. Curtis, chairman of the subcommittee, presiding. 

Present: Representatives Curtis (presiding), Goodwin, Baker, Cur- 
tis of Missouri, Cooper, and Mills. 

Present also: Representatives Eberharter and Boggs. 

Subcommittee staff members present: Robert H. Winn, chief 
counsel; Karl T. Schlotterbeck, staff director; George R. Leighton, 
editor and consultant; Rita R. Campbell, economist; James E. Finke 
and Howard Friend, Government research analysts; Wallace M. 
Smith, attorney; Eileen R. Brown, clerk; present also, Russell E. 
Train, clerk, and Leo H. Irwin, minority adviser, Committee on Ways 
and Means. 

Chairman Curris. The committee will come to order. 

Will Mr. Robert French and Mr. Raymond Carmon come forward, 
please ? 

Gentlemen, we are very glad to have you here this morning. In 
this factfinding study, we are trying to develop as many facts as we 
ean which will throw light upon the various sections of the social- 
security laws, primarily those dealing with the problem of the aged. 


STATEMENT OF ROBERT W. FRENCH, EXECUTIVE DIRECTOR, 
PUBLIC AFFAIRS RESEARCH COUNCIL OF LOUISIANA, BATON 
ROUGE, LA., ACCOMPANIED BY RAYMOND R. CARMON, DIRECTOR 
OF RESEARCH, PUBLIC AFFAIRS RESEARCH COUNCIL OF LOUI- 
SIANA, BATON ROUGE, LA. 


Chairman Curtis. Mr. French, will you give your full name to the 
reporter, please ? 

Mr. Frencu. Robert W. French. 

Chairman Curtis. Robert W. French, you say ? 

Mr. Frencn. Yes. 

Chairman Currts. What is your title insofar as your social security 
matter is concerned ? 

Mr. Frencu. I am executive director of the Public Affairs Research 
Council of Louisiana. 

Chairman Curtis. Where is that located ? 

Mr. Frencu. The offices are in Baton Rouge. 
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Chairman Curtis. Mr. Carmon, will you give your full name to 
the reporter / 

Mr. Carmon. Raymond R. Carmon. 

Chairman Curtis. What is your title? 

Mr. Carmon. Director of research. 

Chairman Curtis. Of the Public Affairs Research Council? 

Mr. Carmon. Yes. 

Chairman Curtis. Mr. Winn, you may proceed. 

Mr. Winn. Mr. French, in addition to being the executive director 
of the Public Affairs Research Council of Louisiana, Inc., I think you 
have some educational occupation in Louisiana, too? 

Mr. Frencn. Yes. I earn my living by being dean of the School 
of Administration of Tulane University, and also vice president of 
the university. 

Mr. Winn. Mr. Carmon, on the other hand, this research council 
is a full-time occupation with you, sir? 

Mr. Carmon. That is right, sir. 

Mr. Winn. What is the Public Affairs Research Council? 

Mr. Frencn. The Public Affairs Research Council is a private, 
nonprofit organization of citizens in Louisiana who are interested in 
governmental problems. It is primarily a research and educational 
agency concerned with making studies of State and local government 
pr roblems in Louisiana, and kee ping the citizens and the public officials 
informed and advised concerning public problems. 

Mr. Winn. How is the council supported, Mr. French ? 

Mr. Frencn. It is supported by private contributions from its 
members that now number something in the neighborhood of 1,600. 

Mr. Wrxn. How independent is it, Mr. French? 

Mr. Frencu. It is completely independent. I think I can speak 
to that point. I was drafted more or less from the university to 
organize and set this agency up, and I have been its executive director 
since it was created. It is completely nonpartisan and nonpolitical, 
and in its membership represents a good cross section of the leading 
citizenry of the State, and consists, as I have said, of people, some in 
public life, but for the most part private citizens who are concerned 
with problems of government. 

Mr. Winn. When was it created ? 

Mr. Frencnu. In 1950. 

Mr. Winn. What influence do the members of this council who 
support it have upon its projects or the results, as expressed in the 
reports of its projects, Mr. French? 

Mr. Frencn. The projects which we undertake are decided upon 
by a research committee, but once the project selection is made, the 
study is conducted with complete independence insofar as the staff is 
concerned. The staff is set up with highly competent technical, pro- 
fessional researchers and operates in a completely objective fashion. 

Mr. Winn. How large a staff do you have? 

Mr. Frencu. At the present time about 20. 

Mr. Wrywn. Is that the normal complement over the months? 

Mr. Frencn. Well, it is about an average, I would say. It has been 
as high as 25, and, of course, in the early d: ays it was less than that. 

Mr. Winn. Did there come a time when the Public Affairs Research 
Council made a study of the Louisiana public-welfare program ? 
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Mr. Frencn. Yes. The council has always been concerned with 
the welfare program of this State, because it bulked so large in the 
total State expenditures’ picture, and among the many projects that 
we were considering in the early years of the council was a study of the 
welfare program. We were pushed to make a decision on this study, 
however, by a resolution of the Louisiana Legislature in the 1952 ses- 
sion, in whic h they asked us, through the Governor, to make a com- 
prehensive study of the welfare program of the State. Our research 
subcommittee at that point met in session and decided that we would 
pick as our next major project a study of this welfare program. 

Mr. Winn. Do you have a copy of the Senate Concurrent Resolution 
No. 8 of the Louisiana Legislature, together with a copy of a letter 
of June 19, 1952, addressed to you by ‘the Governor of Louisiana in 
that connection ? 

Mr. Frencnu. Yes: I do, sir. 

Mr. Winn. Mr. Chairman, I ask that this copy of the letter from 
the Governor, and of the resolution, be made a part of the record and 
marked “Exhibit 89.” 

Chairman Curtis. Without objection, so ordered. 

(The material referred to, marked “Exhibit 89.” follows:) 


EXHIBIT &9 


STATE oF LOUISIANA, 
EXECUTIVE DEPARTMENT, 
Baton Rouge, June 19, 1952. 
Dr. RowErt W. FRENCH, 
Director, Public Affairs Research Council of Louisiana, 
Baton Rouge, La. 


DeaR Dr. FreNcH: Pursuant to the recommendations of Senate Concurrent 
Resolution No. 8, certified copy of which is enclosed, your organization is respect- 
fully requested to conduct a full, impartial, independent study and survey of 
welfare needs, operations, and administration in Louisiana. 

This study, which should embrace the entire welfare picture in Louisiana, 
might provide a basis for constructive and lasting welfare legislation and ad- 
ministration regulations in this State. It should contain whatever findings you 
deem pertinent and include any recommendations your organization should care 
to make. 

I have directed the welfare board and its officials to cooperate fully with your 
organization in making this survey and to furnish you with all necessary data, 
confidential and otherwise, needed by you. 

You may be assured that, in undertaking this monumental work, your organi- 
zation will have the complete and unqualified support of the State administration. 

Sincerely, 
Rosert F. KEnNon, Governor. 


SENATE CONCURRENT RESOLUTION No. 8 
By Mr. Rogers 


Whereas administration of public welfare through grants by the State and 
Federal Government to the aged, the unfortunate, and the needy of various types 
is recognized and accepted as part of our civilization and is so established in 
the State of Louisiana ; and 

Whereas such administration is costing the taxpayers over $100 million per 
annum and is the costliest single function of our State government, taking 29.4 
percent of the Louisiana tax dollar; and 

Whereas Louisiana is spending more for public welfare than any other State 
per capita; and 

Whereas such administration always should be with the least cost to the tax- 
payer while bringing the greatest benefit to the recipients consistent with the 
State economy ; and 
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Whereas one parish has had as high as 16.9 percent of its total population re- 
ceiving public assistance while at the same time another had only 4.8 percent; 
therefore be it 

Resolved, That the Senate of Louisiana, the House of Representatives con- 
curring, respectfully recommends to the Governor of Louisiana and to the wel- 
fare board and director and department and to such administrative agencies or 
offices as may be created by this legislature, that the Public Affairs Research 
Council of Louisiana at its own expense be requested to make a full, impartial, 
independent study and survey of welfare needs, operations, and administration 
in Louisiana and in relation to other States and report back to the Governor 
its findings and recommendations as soon as its study and survey is completed, 
this report to be made public by the Governor and transmitted to either the 
next regular session of the legislature or a special session and to be used as a 
basis for constructive and lasting welfare legislation and administrative regula- 
tions; and be it further 

Resolved, That the welfare department and all officials thereof be instructed to 
cooperate fully with the Public Affairs Research Council of Louisiana in this 
survey, providing it with all data, confidential or otherwise, that it may need. 

C. E. BarHaAM, 
Lieutenant Governor and President of the Senate. 
C. C. AYcocK, 
Speaker of the House of Representatives. 

A true copy: 

J. R. NELSON, 
Assistant Secretary of State. 


Chairman Curzis. I would like to have it read, so that everyone 
can follow it. 

Would you read the le tter addressed to you from the (vovernor and 
then read the resolution, so that the members of the committee may 
follow it. : 

Mr. Frencu. A letter addressed to me as executive director of the 
Public Affairs Research Council of Louisiana: 


DEAR Dr. FRENCH: Pursuant to the recommendations of Senate Concurrent 
Resolution No. 8, certified copy of which is enclosed, your organization is re- 
spectfully requested to conduct a full, impartial, independent study and survey 
of welfare needs, operations, and administration in Louisiana. 

This study, which should embrace the entire welfare picture in Louisiana, 
might provide a basis for constructive and lasting welfare legislation and admin- 
istration regulations in this State. It should contain whatever findings you 
deem pertinent and include any recommendations your organization should care 
to make. 

I have directed the welfare board and its officials to cooperate fully with your 
organization in making this survey and to furnish you with all necessary data, 
confidential and otherwise, needed by you. 

You may be assured that, in undertaking this monumental work, your organi- 
zation will have the complete and unqualified support of the State adminis- 
tration. 


The resolution reads as follews: 


Whereas administration of public welfare through grants by the State and 
Federal Government to the aged, the unfortunate, and the needy of various 
types is recognized and accepted as part of our civilization, and is so estab- 
lished in the State of Louisiana; and 

Whereas such administration is costing the taxpayers over $100 million per 
annum and is the costliest function of our State government, taking 29.4 percent 
of the Louisiana tax dollar; and 

Whereas Louisiana is spending more for public welfare than any other State 
per capita; and 

Whereas such administration always should be with the least cost to the tax- 
payer, while bringing the greatest benefit to the recipients consistent with the 
State economy ; and 

Whereas one parish has had as high as 16.9 percent of its total population 
receiving public assistance while at the same time another had only 4.8 percent; - 
therefore be it 
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Resolved, That the Senate of Louisiana, the House of Representatives con- 
curring, respectfully recommends to the Governor of Louisiana, and to the welfare 
board and director and department and to such administrative agencies or offices 
as may be created by this legislature, that the Public Affairs Research Council 
of Louisiana at its own expense be requested to make a full, impartial, independ- 
ent study and survey of welfare needs, operations, and administration in Lousi- 
ana and in relation to other States and report back to the Governor its findings 
and recommendations, as soon as its study and survey is completed, this report to 
be made public by the Governor and transmitted to either the next regular session 
of the legislature or a special session and to be used as a basis for constructive and 
lasting welfare legislation and administrative regulations: and be it further 

Resolved, That the welfare department and all officials thereof be instructed to 
cooperate fully with the Publie Affairs Research Council of Louisiana in this 
survey, providing it with all data, confidential or otherwise, that it may need. 

Chairman Curtis. Approximately when was that resolution passed 4 

Mr. Frencn. June 11, I believe, 1952. 

Mr. Winn. Pursuant to this resolution, the Public Affairs Research 
Council did conduct the study which is referred to in exhibit 88; is 
that right? 

Mr. Frencn. Yes. We began work on the study in the fall, after 
the summer legislative session. 

Mr. Winn. How was the study financed ? 

Mr. Frencn. This study was financed, as all of our projects, by the 
funds contributed by our members. It was entirely, as the resolution 
indicated, at our own expense. I stipulated in my letter of rep ty pats 
Governor that we would undertake this project only under the term 
that we would be free to make any use whatsoever at any tints re 
deemed appropriate of any of the results of this study; that we were 
undertaking fe with our own funds, and completely independent. 

Mr. Winn. Can you tell us how much this study w il] cost ? 

Mr. Pines We have spent approximately somewhere in the neigh- 
borhood of $40,000 to $50,000 on this study to date, and we expect to 
spend an equal sum before it is completed. We have largely finished 
the research phase of the study. That is why we could be here today, 
but we have not completed all of the other side of the job which would 
be the job of preparing the results for publication and general release 
throughout the State. 

Mr. Wrxn. How was the study conducted, Dr. French? 

Mr. Frencnu. Well, it was conducted very much as any study would 
be conducted in the general area of the social sciences. We began, of 
course, by preparing, with the assistance of the people that were active 
in the field, a comprehensive outline and interview schedule which we 
used in the various parishes that we have visited. We took advantage 
of all of the expert advice that we could get. We have had on our staff 
several consultants of national and regional reputation in the welfare 
field. We recruited 3 or 4 research associates to work on this staff 
under the direction of Mr. Carmon, in the actual research phase of 
the study. 

We, as I have said, have virtually completed the research on this 
project. 

Mr. Winn. Now, when you actually were making the investiga- 
tions, how was that done, Dr. French ? 

Mr. Frencu. Well, of course, our investigations encompassed the 
Bureau of Public Assistance here in Washington, the regional effice 
for our district at Dallas, extensive interviews with the people in the 
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State department in Baton Rouge. I thivk something in the neigh- 
borhood, Mr. Carmon, of 200 interviews 

Mr. Carmon. Yes. 

Mr. Frencu. Two hundred interviews were made with department 
personnel, and extensive visits were made to the parishes of the State 
to consult with parish directors. There were also interviews with 
district attorneys and judges and others concerned with the welfare 
program at the State level, and contact also with the various area 
offices in the State. 

Mr. Winn. Did you go into the case files in the local offices ¢ 

Mr. Frencu. We did not contact the recipients, as such, but per- 
haps Mr. Carmon would like to say a word about what contact his 
staff had with the case records. 

Mr. Carmon. We have examined a very limited sample of case rec- 
ords, because we had decided soon after we examined the basic policies 
of the program there, that there was much to be done insofar as the 
policies were concerned, before an examination of case records would 
reveal any valid data. That was our contention, and we feel that we 
have adequately supported that contention. 

Mr. Winn. Do you mean that the case records did not contain ade- 
quate data upon which to move? 

Mr. Carmon. Well, in our approach to this study we felt that the 
basic policies were such that the examination of case records would 
be really not as valuable as an examination of policies and regulations 
regarding those policies. 

Mr. Winn. You did, however, do a certain amount of sampling in 
the case records ? 

Mr. Carmon. Yes, for whatever purposes we were interested at the 
time, such as administrative detail, and that sort of thing; but as far 
as a detailed case review, we have not done a detailed case review. 

Mr. Winn. What kind of a public-assistance program does Louisi- 
ana have? 

Mr. Frencu. Well, I suppose in many ways, as the resolution and 
the letter of the Governor indicated, we have a unique program. It 
is unique in that it is very large. We spend on that program some- 
thing over $100 million a year now. The number of persons who are 
sup ported by various types of assistance programs in our State num- 
ber in the neighborhood of 230,000. That represents checks going 
out every mon ith to some Bian ike 170,000 people. In December 1952, 
about 8.3 percent of the population of the State were on assistance, 
as canna with something like 3.4 percent for the United States. 
The Federal contribution is large, larger than it is in the average 
State. The Federal Government contributes 62 percent. The na- 
tional average on that is 47.6 percent for the 4 assistance programs, 
whereas in Louisiana it is 62 percent. 

The number of people that are employed by the State department 
of public welfare is necessarily large, something over 1,800 persons 
employed by the department of welfare in the State of Louisiana 
to carry out this program. Comparisons between the operation of 
the Louisiana program and that of various other States, when you 
look at the several categories of assistance, show up, for example, ‘the 
followi ing facts: 

The recipient rate on old-age assistance for the United States in 
December 1952 was 199. In Louisiana it was 631. So Louisiana 
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ranked first as far as recipient rate in old-age assistance was con- 
cerned. 

In the aid to dependent children assistance program the recipient 
rate for Louisiana was 59 and for the United States it was 30. We 
ranked second in that particular assistance category. 

In disability assistance, the recipient rate for Louisiana was 9.3. 
For the United States it was only one-fourth as much, 2.4, and again 
we ranked first among the 48 States. 

You have distributed a number of exhibits prepared by your staff, 
some of which show the operation of these assistance programs by 
States, and an examination of those, particularly exhibits 35, 36, 37, 
and 38, will indicate where or why our program is one that has 
attracted so much attention and is of so much concern to the public 
officials and citizens of the State. (See pp. 286-287 and 289-290.) 

Mr. Winn. You have, I believe, a dedicated sales tax in Louisiana 
which is applicable to the assistance program, have you not? 

Mr. Frencu. That is correct. 

Mr. Winn. And that is a 2 percent tax? 

Mr. Frencu. A 2 percent sales tax which was levied in 1948 for 
the purpose of supporting an expanded public-assistance program. 

Mr. Winn. What is the objective of the program in Louisiana, Dr. 
French ? 

Mr. Frencu. One of the first things, of course, that we were inter- 
ested in as research people, was to try to discover what it was that 
we, as a State, were trying to accomplish with this program, and we 
discovered to our surprise, after some digging around, that there is 
nowhere stated an objective for this program on which the State is 
spending $100 million. That fact was surprising. There was a time 
when the program did have an objective, but somewhere along the line 
it was repealed, so we now have a program without any stated, well- 
defined objective. 

Mr. Winn. Can you tell us what the results of this lack of objective 
are? 

Mr. Frencn. Well, we have attempted to trace out the results, and 
they seem to us to be principally these first four things: First of all, 
because we have had a lack of a definite, well-stated objective, there 
have developed tremendous differences between the program in 
Louisiana and the program of the other States. I have cited here 
some information which indicates the disparities between the Loui- 
siana public assistance and operations and those of the average State. 
But even if we look across on the other side of the Mississippi River 
to the State of Mississippi, there is a vast difference between the 
Louisiana program and the Mississippi program. We feel that cer- 
tainly some, if not all of the differences have been due to the fact 
that somewhere along the line in the shuffle in the State of Louisiana 
we have lost sight of just what we are striving for. 

A second thing which we have noticed, of course, is that if you lack 
an objective, you have no standard for the measurement of perform- 
ance either on the part of the citizens board of welfare, which is re- 
sponsible for policymaking for the department, no standard of per- 
formance for the legislature to appraise the operations of the program, 
and certainly no standard by which the citizens of the State who are 
paying the taxes to support this program can measure results. This 
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inevitably means, as we have discovered, a third thing, and that is that 
there is waste and inefficiency in connection with the operation of the 
program where you have no objective set up by which you can meas- 
ure results, and finally, of course, without any clearly defined goal, 
it is not surprising that among the employees of the department, 
among the legislators, among the members of the State administration, 
among the citizens of the State, among the rec ipients of aid of one 
kind or another, there are all kinds of differing ideas as to just what 
this program is and what it ought to be. 

Mr. WINN. Where can the responsibility for this lack of an objec- 
tive be } laced 2 

Mr. Fea H. Well, you really cannot put the finger for responsi- 
bility on any particular groap or any particular individual. 

In the operation of a program which is as complicated as public 
assistance, there are aang levels of policymaking which are in- 
volved. It seems to us in this situation in which we find ourselves 
without any clearly stated objective, that there is, of course, at the 
bottom or top of the scale the responsibility of the citizens for not de- 
manding that some objective be set up for this program which is cost- 
ing them so much money, and about which they are so concerned. 

Tt would also seem th: it there is a re: sponsib nility for this lack of 
objective on the part of the State Department itself, which has seemed 
to tbe willing to operate W ithout any clear-cut way of measuring what 
they are doing. Certainly some responsibility for the lack of objective 
must be shared by the legislature which repealed in 1950, I believe, Mr. 
Carmon, the legislation in which there was stated perhaps not a full 
objective or an adequate objective but at least some statement of ob- 
jective. Then, of course, the Federal administrative agencies them- 
selves share, it seems to us, some responsibility for not insisting that 
there is an objective. 

In this sort of never-never land, with no goals, there is an oppor- 
tunity for a sort of selective system of reporting, insofar as the agen- 
cies are concerned, which makes for a sort of statement of objective, 
but nevertheless, even with the Federal agencies themselves, that is 
not completely discharged. 

Then, C ongeress, too, has, from our stan dpoi nt, faile d to define need 
in er terms, at least meaningful enough to produce what we 
believe to be a greater degree of uniformity insofar as the operation 
of State programs is concerned. 

There is such a great difference between the program which we have 
in Louisiana and in other States, that we felt that somewhere along 
the line the congressional intent with respect to this program could 
have perhaps been stated in a way which would have produced 
greater uniformity, or at least would have brought us more in line 
with the other States, insofar as our program is concerned. 

Mr. Winn. In Louisiana, Dr. French, is public assistance considered 
a charity or a vested right? 

Mr. Frencu. Well, without any objective setup, of course, it is 
impossible to mi a any kind of categorical statement as to whether 
it is considered a charity or a right. However, insofar as the popu- 
lation of the State is concerned, I think there is no doubt that it is 
considered very much as a right. You would have no difficulty, I 
think, in reaching that conclusion. r 
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If you were to talk to anyone in or out of the legislature, it is just 
considered that it is something that people have a right to get, and 
men who have run for public office in our State have repeated this 
over and over again. It is implicit, I believe, in the Senate concurrent 
resolution which I read to you that the provision of assistance for 
the aged is accepted asa part of the Louisiana Wit) of doing things. 

Mr. WINN qT hat assistance to aid the aged is without regard to need, 
apparently, Dr. French? 

Mr. Frencu. Yes; there is nowhere any statement that it should be 
for the needy aged, and that word does not appeat 

Chairman Curtis. That word does not eens where 

Mr. Frencu. Does not appear in this Senate concurrent resolution 
that asked us for this study. 

Chairman Curtis. I see. 

Mr. Frencu. I mean, I think, Mr. Chairman, that that statement 
in the resolution is a pretty accurate summation of the state of think 
ing in Louisiana with respect to public assistance. 

Mr. Winn. Now, the statement to which you refer is the first para 
graph of the concurrent resolution, which is exhibit 88, namely: 


7 


Whereas administration of public welfare through grants by the State and 
Federal Government to the aged, the unfortunate, and the needy of various 
types, is recognized and accepted 


Mr. Frencn. That is correct These grants go to the aged—that is, 
people who have reached the age of 65, and the emphasis upon need 
is again, as [ say, nowhere to be found in the statement of objectives, 
because at the moment we do hot have any. 

Mr. Winn. Assuming for a moment that the public- 


assistance pro- 
gram in Louisiana is based on need, what are the eligibility require 


ments in that State for the va rious assistance c ategories ? 

Mr. FRENCH. bey “need, s I have said, is not consistently de- 
fined. “Need” s, “need” in quo tation marks, varies. The maxi 
mum grants anes in the various programs, and they do not vary with 
the variation in “need again 7 quotation marks. 

Mr. Carmon has had a much closer contact with these hip cae re 
quirements, and per] aps he would like to aad a word in connection 


with the variations which he has discovered among Shear, 

Mr. Carmon. We find in the old-age-assistance category, that eligi 
bility requirements are considerably more liberal than any other cate- 
gories of our assistance programs. In the pro} erty that recipient 3 
are allowed to own, the maximum in OAA is $2,500 for a married 
couple, other than the home, whereas in the other categories the com 
bined value of cash equivalent and insurance may not exceed $600 
for a rec Ip lent with 2 or more de ‘pe ndents. So we do have a situation 
where eligibility requirements are considerably different in OAA that 
in the other categories. 

The attitude expressed by parish officers is one indication also. This 
is straight from our discussions with parish directors—that old-age 
assistance is considered to be a pension program in Louisiana, and 
the emphasis on need is underplaved considerably. 

or Winn. Would you tell us just what the property requirements 
are in Louisiana, Mr. Carmon, for OAA? 

Mr. Carmon. Well, in all categories, applicants may retain their 
home. 
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In other real property, a single applicant for old-age assistance may 
own up to $1,500 in other real property. 

In the other categories, other real property may not exceed $100. 

In cash or cash equivalent for eligible recipients in OAA you have 
$500 maximum. 

For the other categories it is $100 if there are no dependents or 
$200 if there are 1 or more dependents. In life insurance cash sur- 
render or loan value you have a $500 limit in old-age assistance, whereas 
in the other categories, if a recipient has no dependents it is $200, for 
1 dependent it is $400, or $600 for 2 dependents or more than 2. In- 
so-far as automobiles are concerned, an old-age-assistance applicant 
may retain an automobile with a maximum value of $1,250. 

In other assistance categories the automobile not used in business— 
and here they also include jewels—may not exceed a total value of 
$100. 

As we go back and do a recapitulation, the maximum of all proper- 
ties other than the home, in old-age assistance, as I say, was $1,500 for 
a single recipient or $2,500 for a married couple as the maximum, 
whereas the maximum, regardless of number of dependents in the 
other categories, is $800. 

Chairman Curtis. What do you mean by “other categories” ? 

Mr. Carmon. Aid to dependent children, aid to disabled, and aid to 
needy blind. 

Mr. Winn. Does the State have a requirement in regard to a busi- 
ness ¢ 

Mr. Carmon. In Louisiana an old-age applicant may have a business 
with a fair value of assets of $1,500, or it can be measured by the 
gross income of such business with a maximum of $5,000. 

Mr. Winn. You mean the successful applicant may have a business 
of that category ? 

Mr. Carmon. That is right. 

Mr. Winn. What limitation, if any, is placed on the value of the 
home which is permitted in Louisiana ¢ 

Mr. Carmon. It is the assessed value, and, as in most States, we 
have a very low assessment. So the situation does arise where a couple 
living in a home valued at $15,000 with resources valued at $2,500 in 
addition to that can be considered eligible for old-age sathillene e. 

Mr. Winn. What is the assessed value that is stated in the regu- 
lations, which is permitted ? 

Mr. Carmon. It is an acreage, with some qualifications, depending 
upon whether or not the home is located on the property. 

Mr. Frencu. There is no effective assessed value limit. There is 
a statement made about the number of acres that a rural applicant 
may have. 

Mr. Winn. You said a moment ago that the recipient of old-age 
assistance might have a home valued at $15,000 and have $2,500 in 
other assets. Are there such recipients in Louisiana? Do you know, 
as a result of your investigation ? 

Mr. Carmon. We have completed approximately two-thirds of our 
parish interviews with parish directors, and casework supervisors on 
the parish level, and have had numerous cases cited to us by the 
people in the department at the parish level that such cases are on 
the rolls. 
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Mr. Frencu. Mr. Winn, to go back one moment and pick up this 
question that you mentioned a moment ago about whether public 
assistance is considered a charity or a vested right in the State of 
Louisiana, I might mention the fact that the term “assistance” was 
taken off the checks in 1948 and the word “pension” substituted, so we 
have, as far as the recipients are conc an stamped, imprinted on 
the face of the check the statement that this is a pension check. 

Mr. Winn. Was that done as a result of a change in the State law 
or regulations ¢ 

Mr. Frencn. There were at that time several changes in the State 
law and policies; eligibility requirements were liberalized, a sales tax 
was dedicated; and relative responsibility was abolished. So there 
were several changes which occurred simultaneously in the 1948 session 
of the legislature, simultaneously with this change of the designation 
on the check itself. 

Chairman Curtis. Mr. Eberharter, you may inquire. 

Mr. Evernarrer. Are the Federal Social Security people aware of 
the fact that the checks have the words “pension” on them ¢ 

Mr. Carmon. That has been discontinued. That was the case from 
1948 until about 1951, and apparently some pressure had been put on 
to discontinue that. But the concept is now instilled in our aged, as 
evidenced by interviews with parish directors, who state that they are 
not able to combat this thought that this is a pension program rather 
than a public-assistance program. 

Mr. Esernartrer. I am glad to know that, because the State of 
Missouri and the State of Pennsylvania inadvertently used the word 

“pension” in one of their enabling acts, and it deprived them of millions 
of dollars in Federal grants in both States. That has been corrected, 
insofar as Louisiana is concerned ¢ 

Mr. Carmon. We still have memoranda and reports coming out of 
our State department with the word “pension” throughout the text, at 
the present time. The term is synonymous with public assistance in 
our State. 

Chairman Curtis. What do you mean by the words “State depart- 


ment”? You are referring to that department of the government of 
the State of Louisiana that is in charge of this? 


Mr. Carmon. Yes, sir. 

Chairman Curtis. And that department sends its bulletins and 
directions to the proper officials in the parish who administer the law ¢ 

Mr. Carmon. Thatisright. The word “pension” is used throughout 
the reports. 


Chairman Curtis. Reports and instructions and bulletins? 
Mr. Carmon. Yes, sir. 
Mr. Frencn. And it is, of course, used customarily in all of the 


newspaper publicity that is given. It is referred to as a pension 
program. 


Mr. Evernarrer. I want to say that I think it is a very bad practice 
to use the word “pension.’ 
Mr. Wryn. Have you found that the increasing number of people 


in Louisiana receiving OASI benefits has resulted in any reduction in 
the total expenditures for old-age assistance in that State? 


Mr. Frencu. No, we have not, but for a reason which needs to be 
pointed out, because we liberalized so much our assistance program in 
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the year 1948 that the sharp upswing in the number of people receiv- 
ing OAST benefits did not result in any reduction in the total expen- 
ditures for old-age assistance. It is reasonable to assume, however, 
that since OASI benefits are taken into consideration in determining 
the payments which are made under the old-age assistance program, 
that if we had not liberalized our eligibility requirements and added 
so many people to our public assistance rolls in 1948 and the years 
following, that there would have been some reduction in total expen- 
ditures. But the plain fact of the case, of course, is something else 
again. 

Mr. Winn. What is the relationship, Doctor, between the average 
level of assistance payments in Louisiana and the average level of liv- 
ing in that State? 

Mr. Frencu. That has been something that has interested us a 
great deal in making our study. We have tried to bring to bear upon 
the whole public-assistance program some examination of socioeco- 
nomic data by parishes, and found, for example, that in 12 parishes 
the average grants that were made under OAA exceeded the average 
per capita income in those parishes. 

Furthermore, not all of the parishes, of these 12 parishes, were 
what you would call the poor parishes. Indeed, we discovered that 
there was almost no correlation between what you might think as the 
socioeconomic pe fe of need and the number of grants, the num- 
ber of recipients, or the expenditures by parishes. That is, you would 
not find that see parishes were sharing more largely in the old-age 
assistance program than the wealthier parishes. 

We also have in the State some thing like 110.000 families and un- 
related individuals that have an average income of less than $500 
n 1949. So you can see the size of the grants which we have men- 
tioned—$50 a month for old age and for an individual, that you can 
have a situation arising where your assistance program really exceeds 
your level of living established as a result of productive activities. 

Mr. Wryy. Is that true in the ADC program as well as in the old- 
age assistance program, Doctor ¢ 

Mr. Frencu. Yes; there are disparities there too, although, as Mr. 
Carmon has pointed out, while we are very liberal with the aged, we 
are, if you can say so, niggardly by comparison, with dependent chil- 
dren. 

There are tremendous differences from parish to parish in recipient 
rates. 

For example, taking the recipient rate based on the number of 
thousands of people age 65 in the OAA program, the high parish in 
our State has a recipient rate of 971 out of every 1,000 

The low parish, which is geographically and in the general economy 
the same, has 418. 

In other words, you have a recipient rate which is twice as high in 
1 parish as in another parish, and there is, from any study or knowl- 
edge of the economy of thoge 2 parishes, not any difference, to speak 
of, as far as the level of living is concerned. 

Mr. Carmon. In addition, I would like to make this point—that we 
have had expressions from parish directors again that, while there is 
some criticism as to the differing eligibility requirements in our pro- 
grams, the ADC program is attractive enough for a certain portion of 
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our population to the point where a man’s family would be better 
off if he deserted than if he stayed and attempted to remain at gain- 
ful employment, and we have had that expression numerous times 
from our own department of public welfare people in the field, that 
that situation arises. 

Mr. Winn. Let me come back for a moment to a figure which you 
just used, Dr. French 

You say that the highest parish recipient rate was 971 per 1,000 on 
old-age assistance ? 

Mr. Frencu. That means that there are only 29 people out of every 
1,000 persons over 65 in that parish that are not receiving an old-age 
check. 

Chairman Curtis. Is that what might be described as a parish with 
less economic opportunity for the aged than most of your parishes / 

Mr. Frencn. It happens to be a parish of that type. However, the 
parish that has the low recipient rate of 418 is likewise a parish which 
provides meager opportunit ies for product ive employment on the part 
of aged people. 

hairman Curtis. So in some of your parishes you will find that 
old-age assistance payments bear a reasonable relation to the general 
economic level and then you will also find some instances where the 
payments do not point up such a relationship / 

Mr. Frencu. Exactly. 

Mr. Carmon. The high and low parishes in old-age assistance right 
now are adjoining parishes, with very similar socioeconomic con- 
ditions. 

Chairman Curtis. You may proceed. 

Mr. Winn. Are there some parishes in your State in which the 
dollar amount of the average old-age assistance cash grant is equal 
to or larger than the per capita cash income in such parish, Doctor ¢ 

Mr. Carmon. As mentioned earlier, we have 12 parishes which re- 
ported per capita cash income in 1950 at a lower level than the average 
old-age assistance grant for those parishes. 

Chairman Curris. 1 want to see if I understand that. The per 
capita income would include the computation of children in that too, 
would it not ? 

Mr. Carmon. Pardon me, sir 

Chairman Curtis. When a figure for per capita income is given, do 
they include chil ms nf 

Mr. Carmon. As I understand it, yes. 

Chairman Curtis. Is that your understanding, Dr. French ? 

Mr. Frencn. That is correct. 

Chairman Curtis. So if you havea family of mother and father and 
three young sageenagien and we will assume for hypothetical purposes 
that they were an average family, their total income in that situation 
would be five times the per capita income, would it not ? 

Mr. Frencn. Yes. 

Chairman Curtis. You may proceed. 

Mr. Winn. When you say the old-age assistance cash grant exceeds 
the per c: apita income in certain parishes, you refer to cash grant to a 
single aged rec ipient, do you not ¢ 

Mr. Frencu. That is correct, and that is the interpretation that 
should be put upon it because that would be strictly comparable to a 
per capita income figure, even including children. 
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Chairman Curris. You may have covered this, but I want to make 
sure because we want to be fair about this: Do a husband and wife 
get twice as much as a single person, or does that vary ¢ 

Mr. Carmon. In Louisiana, it is practically the situation, but it 
varies. 

Chairman Curtis. Sometimes the husband and wife do not get 200 
percent of what a single person gets, but in many cases they do? 

Mr. mae Yee For that reason, we also cited and looked into the 
situation of the families and unrelated individuals’ income, as re- 
ported in the 1950 census and, as Dr. French mentioned, we have 
110,000 such families and unrelated individuals, who reported such 
income below $500 a year. 

Mr. Wrxn. Does Louisiana have a lien law, Doctor? 

Mr. Frencu. No. 

Mr. Winn. Does Louisiana have a recovery law? 

Mr. Frencu. No. 

Mr. Winn. Does it have a relative-responsibility law 

Mr. Frencu. It did, until 1948, but it has not had it since. That 
was one of the changes made. 

Mr. Wryyn. In your opinion, would a lien law and a relative- 
responsibility law change the Louisiana public-assistance program, 
Doctor ¢ 

Mr. Frencu. We believe from our study, that it very definitely 
would, We can almost speak with conviction as far as the relative- 

responsibility provision is concerned, although, as I mentioned, there 
were other liberalizing changes that were made in 1948. But from 
all that we have been able to discover, the repeal of that relative- 
responsibility law, whether it was a good or bad law, I will not say, 
nevertheless did result im larger expenditures for old-age assistance. 

Your committee has already had submitted to it a chart at which 
we have looked with great interest, which seems to indicate very 
clearly to us that States without lien and relative-responsibility pro- 
visions certainly have more OAA recipients per thousand of the aged 
population, than States with lien and relative-responsibility pro- 
visions in their legislation. 

Of course, the State of Louisiana leads all the rest in the com- 
parison. 

Mr. Wrny. Is it true, in your opinion, that the absence of lien laws, 
and relative-responsibility laws have the effect of liberalizing the 
definition of need ? 

Mr. Frencnu. We feel so. I do not know whether Mr. Carmon has 
anything that he would like to add on that particular point which 
he picke .d up from the parish directors. 

Mr. Carmon. Nothing more than that : think has already been 
said. While other factors were involved, the fact remains that the 
parish workers had lines extending around 'the block at the time the 
program was liberalized, and incorporated in that liberalization was 
the repeal of the relative-responsibility law, and instructions were to 
certify upon application, without any investigation. 

Mr. Wixy. Well now, in addition to the repeal of the relative- 
responsibility law in 1948, and the enactment of the dedicated sales 
tax, there were also specific liberalizations of the definition of “need” 
in this statute, were there not? 
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Mr. Carmon. That is correct. We had $50 a month defined as 
the minimum requirement of the old-age assistance applicant. The 
minimum of $50 was stated in the legislation. 

Mr. Wiyn. To the extent that the repeal of the relative-responsi- 
bility law liberalized the definition of need, that liberalization was 
compounded on top of the statutory liberalization ? 

Mr. Carmon. We fear that the refinements in thinking necessary 
to fully understand that are not fully apparent during a political 

campaign, and in the administration of the program by the untrained 
workers at the parish level who are really responsible for establishing 
eligibility. 

Mr. Winn. Is it also true, as a result of your study in Louisiana, 
that as needs test is liberalized, the cash grants tend to become avail- 
able to more persons over 65? 

Mr. Frencu. Definitely. 

Mr. Winn. You are of the opinion that this parish for instance, 
where 971 out of every 1,000 of the old aged are on the old-age assist- 
ance rolls, is an indication of that ? 

Mr. Frencn. Yes. 

Mr. Carmon. Well, this may be somewhat unrelated, but we are 
generally concerned with the effect that that same thing has on the 
other categories, because we have evidence that parish personnel are 
concerned about what they consider the punitive restrictions on the 
other categories, that we feel they may be more liberal in their 
examination of the applicants. 

Chairman Curtis. I understand personally, but I want the record 
to show again that by “other categories,” you mean specifically what ? 

Mr. Carmon. Aid to dependent children, aid to the permanently and 
totally disabled, and general assistance—those three in particular. 

Chairman Curtis. Now, is there a Federal participation in general 
assistance ? 

Mr. Carmon. No, sir. 

Mr. Winvy. Is it also true, Doctor, that as the cash grants tend to 
become universally received, they tend to be considered as rights vest- 
ing merely by virtue of having achieved the age of 65 and regardless 
of actual need ? 

Mr. Frencn. Yes, I am sure that is true, as far as the general sense 
of the operation of the Louisiana system is concerned. 

Mailing out 170,000 checks every month to 230,000 people, taking 
pictures of the mail bags full of checks, and that sort of thing, express- 
ing as this resolution that I read to you does, that this is part of the 
Louisiana way of doing things, has certainly caused the receipt of 
old-age assistance to be considered by most everyone as a right. This, 
T think probably has had some effect upon the attitude of these parish 
welfare directors, to whom Mr. Carmon has been so close. 

I do not know whether you have anything that you want to add, 
Mr. Carmon, to the effect of the almost universal impact in a parish 
like Livingston, upon the parish director of welfare in that parish. 

Mr. Carmon. Any attempt to adhere to the facts which might force 
an individual off the rolls—and I refer to the maximum resources per- 
mitted—which might force an individual off the rolls, and make him 
ineligible to get on the rolls, is met with criticism by the local general- 
store operator, who is entirely dependent in a parish such as ‘Living- 
ston, on old-age assistance checks. 
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So you have that factor entering in. 
Mr. Wixn. Is it true that since the original Federal legislation was 
pted in 1935 that your State economy has been characterized by a 
high demand and an increased demand for labor ? 

Mr. Frencu. Yes. There has been a rather remarkable economic 
revolution and transformation in Louisiana since 1936. The economy 
of that State is ent irely different, and the opportunities for productive 
employment at higher wages are certainly far more numerous today 
than they were in 1936. 

Chairman Curtis. — this does not bear directly on the problems 
of social security, just | riefly at are some of those new f ictors in 
your economic life in Sova lana 

Frencu. I suppose of principal importance has been the de- 
velo] ment of the oil industry and industries related to oil. 
lhe lower part of Louisiana particularly is part of the gulf crescent 
of industrialization, which extends along the Texas coast to Browns- 
ville, and in that entire area from Browvavitle to New Orleans, you 
had a greatly increased production of petroleum and natural gas 
and industries related thereto, some petro-chemical industries, and 
industries that can make use of cheap fuel. 

The one recent industrial addition to the New Orleans’ picture, 
for instance, has been an aluminum operation, and we turn out more 
ingots down there now than any place in the world. That has been 
the result of the heap Ti el wl ly has been develo} ed from natural 
gas, and I mention this as being typical of the industrial changes that 
have come apne 

Of course, as incomes have been improved in that area, you have 
had the aneal lopment of tertiary industries, industries that can find a 
market and like to locate close to the market. 

‘| here have also been some amazing changes, of course, in agricul- 
ture in the State, particularly in the northern part of the State where 
you have had a shifting away from the production of cotton, over to 
dairying and the raising of cattle. 

So, you have really had in the last 15 years, for 12 of which I have 
lived in that area, a very remarkable economic change. 

Mr. Winn. Has the Louisiana State Welfare Department, in order 
to incre: ise the national production and to decrease the financial burden 
of old-age assistance in a period of local labor shortage refused to 
grant or to continue cash 1 grants to aged persons who have marketable 
skills, Doctor ¢ 

Mr. Frencu. They have not refused to grant or continue those 
orants. 

Mr. Winn. Now, in line with that peer al thought, and particularly 
with regard to the que stion asked | V the chairman, is it also true 
in Louisiana that there has been over the State generally, an exodus 
of the younger people / 

Mr. Frencu. There has been an exodus of the younger people in 
the rural areas to the cities, and some outmigration, particularly of 
Negroes—there have been those population shifts. 

Mr. Winn. We had some testimony to the effect that in the poor 
areas of Oklahoma there had been an exodus of the younger people. 
Would you say that the situation was comparable in Louisiana to what 
it has been in Oklahoma, if you know ? 
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Mr. Frencu. Yes, it is—particularly in the northern part, in the 
hill part of the State. 

For example, being in the educational business, I pay more atten- 
tion, I suppose, to some of those things. We have a technological 
institute in the northern part of the State, which formerly could draw 
its student body from young people who would have been entering 
the labor force, I suppose, people of 18 and over, from the immedi- 
ately adjacent parishes, and now they have to go out into several 
territories in order to draw the same sized student body because the 
young people are not there any longer. 

Mr. Winn. Is it fair to say that this industrialization that you 
refer to, particularly there in the crescent area, has been more or less 
spotty, so far as the State is concerned ¢ 

Mr. Frencu. Well, spotty, yes, in that these industries have tended 
to concentrate at certain points, New Orleans, Lake Charles, Beau- 
mont, and Houston and Corpus Christi and Brownsville. 

But there has been—because of the nature of the oil and gas busi- 
ness—a good deal of prosperity that has filtered into the in-between 
areas, due to the royalty arrangements in leasing of oil and gas prop- 
erties that have been owned by residents 

Mr. Winn. Doctor, can you tell us what is the practice in Louisiana 
as to checking 1 up on information concerning eligibility which is fur- 
nished by the applicant for old-age assistance / 

Mr. FReNc Hu. Well, I would make a general statement and ask 
Mr. Carmon to elaborate, because he has had much more contact with 
the parish directors than I have had. We believe that the system of 
checking up on the information furnished by the applicant is very 
poor. 

There may be some deviations from that, but I think the overall 
eco ion will extend, that it is a very poor check indeed. 

ns ‘ARMON. I think we can say that the j versonnel of the Louisiana 

tate De »~partment of Public Welfare have t: = nat face value the state- 
ment in the bulletin handbook of the Bureau of Public Assistance, 
and have gone further, so that they do not consider, in most of our 
parishes, routine p roperty hecks, in the establishment of eligibility. 

We find far too much eligibility being estab lished based on the appli- 
cant’s own statements. 

Mr. Winn. When you refer to the Handbook of Public Assistance, 
you are referring to sections 3250, 3251, 2252, and 3341 of that pub- 
lication ¢ 

Mr. Carmon. Yes, sir. 

Chairman Curtis. Whose publication is that ? 

Mr. Carmon. A publication of the Department of Health, Educa- 
tion, and Welfare. 

Mr. Wry. Is the investigation of eligibility uniform throughout 
the State of Louisiana ? 

Mr. Carmon. Not by any means. We have extreme variations. In 
our own examination of parish visits, completed to date, we find a small 
handful of parishes performing what we consider a valid investiga- 
tion of eligibility. 

Mr. Winn. Asa part of your answer to the previous question, is it 
fair to say that the investigators’ check on the resources of the appli- 
cant is not complete? 
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Mr. Carmon. Sometimes nonexistent. We find parishes in which 
property resources, courthouse records, and that sort of thing, are not 
checked at all. That is particularly true in the old-age assistance 
mer. 

Mr. Winn. In the parishes where it is existent to some extent; is it 
adequate ? 

Mr. Carmon. We do not feel it is: no, sir. 

Mr. Winn. Do you know whether or not any study has been made 
or is being made of resources of rec ipients of old- age assistance in 
Louisiana ? 

Mr. Carmon. Yes. The Louisiana Department of Public Welfare 
in conjunction with the Department of Health, Education, and Wel- 
fare undertook a study of the resources of old-age assistance recipients 
and the Louisiana portion of the study has been made available to us. 
However. we do not consider the findings have any significant validity 
since the investigation on the parish level varies so considerably. 

Mr. Winn. Then this study of resources was made on the basis of 
a study of the records of the State and parish welfare department ; 
is that correct ? 

Mr. Carmon. That is correct. 

Mr. Wryw. In other words, it was not a study which went back te 
the original recipients ? 

Mr. Carmon. Well, only in the statement of the recipient himself. 

Mr. Frencu. There was no going behind the statement of the re- 
cipient. 

Mr. Winn. You are of the opinion that the findings of that resource 
study is relatively without validity. 

Mr. Carmon. Insofar as our experience in Louisiana is concerned ; 
yes. 

Mr. Wrywn. As you have observed in the course of your study what 
effect does earmarked taxation for old-age assistance have on the 
number of recipients of old-age assistance in Louisiana ? 

Mr. Frencu. It is a little difficult to answer that question because 
the sequence of events in our State is a little different. First, we 
liberalized the eligibility requirements and then we earmarked the 
tax, and the two things were done simultaneously, but certainly the 
results of the combination have vastly increased the number of re- 
cipients on OAA. 

Mr. Winn. You are of the opinion that the recipiency rate for old- 
age assistance in Louisiana is based primarily on, (a) the earmarked 
taxation, (4) the liberalization of the needs test or the eligibility re- 
quirements, both of which occurred in 1948. 

Mr. Carmon. Plus repeal of relative responsibility. Actually there 
were the three changes. 

Mr. Frencn. Certainly if one were to take any one of them alone 
and taking dedicated revenues or earmarked taxes as you have indi- 
cated, and presumed that thev hadn’t had (4) and (c), the other two 
things, the general result of course, I think, would be to increase the 
recipients likewise. J am reasoning here by the general effect of the 
dedication of taxes upon the expe nditure of public funds, not merely 
in the public assistance field, but in any other field of government: il 
expenditure. We speak in Louisiana with some authority on this 
subject since 83 percent of our tax revenues are dedicated to specific 
expenditure purposes. Our other studies in other fields indicate quite 
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clearly that the result of earmarking with the dedication of taxes to 
specific expenditure purposes has led in every case to greater public 
expenditures than would have been the case under a different type of 
fiscal operation. 

Mr. Winn. What can you tell us as to the effect of earmarked taxa- 
tion for old-age assistance on the dollar amount of the average cash 
grant for old-age assistance as you observed in Louisiana / 

Mr. Frencu. Again, these things took place with us simultaneously 
and so it is difficult to unravel them. The average cash grant for 
old-age assistance in our State is rather close to the median for the 
country. The Louisiana grant under the OAA program was $51.38. 

Mr. Carmon. That was for the first of this year. 

Mr. Frencu. For the first of this year the national average grant 
was $48.82 so we have had a grant which has not been too far above 
the national average. We rank 22d among the 48 States on the basis 
of the size of the grant. Although again at this comparison with our 
grant position we rank 40th among the 48 States so far as income 
is concerned. Again as far as recipient rates are concerned in this 
program we rank first. In this situation earmarked taxation plays 
some part and, while it is impossible for us to say that the dedication 
of taxes alone has produced certain results, there are, we have ob- 
served in other fields of governmental operation in Louisiana, certain 
results that flow from the earmarking of funds which we believe would 
tend here to increase certainly the number of recipients and perhaps 
even raise the level of the grant. 

Mr. CarmMon. We have found that the sales tax has produced more 
funds than necessary even under our liberal eligibility requirements, 
so that if for no other reason the funds are available to raise the 
grants, which in itself would be one possible incentive. 

Chairman Curtis. What is done with the excess of these funds? 

Mr. Carmon. There is a general consensus that a certain cushion 
is necessary in the State in the event of serious economic changes. 
However, the legislature has seen fit in special session this year to 
transfer funds out of the public-welfare fund to highways and other 
State agencies. However, a balance of approximate ly $15 million was 
left for the Department of Public Welfare. 

Chairman Curtis. In the absence then of special legislative action 
in specific instances which perhaps deals with actual dollar amounts, 
there is no general provision of the State law that transfers excess 
public-welfare money to general funds which would in any sense 
result in some ¢ ompetition for those funds? 

Mr. Carmon. No, sir. 

Mr. Winn. The welfare program in Louisiana also has a building 
project underway, does it not? 

Mr. Carmon. That is correct and one of the stated arguments in 
the press on the part of certain public officials is that there is no 
reason why we ought not to build a building for the welfare depart- 
ment since we can get the Federal matching for that construction. 

Mr. Wrwny. Is that construction underway? 

Mr. Carmon. Plans are in a complete state at the present time and 
actual construction work is to begin in the very near future. 

Chairman Curtis. How can you get Federal money for that, on the 
basis of the cost of administration ? 
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Mr. Carmon. I believe that is it, sir. 

Chairman Curris. Is there any Federal provision of law that you 
know about that specifically refers to building accommodations for 
administrative officials ? 

Mr. Carmon. No, sir. We have not examined that particular phase 
of the Federal statutes. 

Chairman Curtis. However, I presume it is the practice perhaps 

1 all the States in part of this sharing of administrative costs to pro- 
vide ee quarters ¢ 

Mr. Carmon. That is correct. 

Mr W INN. What, if you can tell us, are the likely effects of the 
Louisiana program as you have outlined it on the incidence of dis- 
ability and en in Louisiana ¢ 

Mr. Frencu. As Mr. Carmon has already indicated, in some cases 
families would be better off if the breadwinner deserted and sO the 
etlect of the program has certainly been, we feel, to encour: we leser- 
tion. With the relationship existing between the grants whi a are 
made under these programs and the general level of iiviag of the 
State, there is some feeling, too, that in some cases where the family 
faces a situation, it would be better for the breadwinner to become 
disabled and for the State to take over under aii assistance program. 
So it has been our feeling—and I will ask Mr. Carmon to comment in 
terins of his contacts with the parish workers—that our program has 
increased the amount of desertion and certainly encouraged dis- 
ability. 

Chairman Curtis. That it has increased / 

Mr. IFrRencu. It has. 


Mr. Carmon,. There is the feeling on the part of the parish direc- 


tors—these are statements from the parish directors—that within a 
parti ‘ular parish the desert rate has increased: due to the low- 


ncome level of the wage earner the fan Lily is better off on assist: mice, 
and the same expression we have on file regarding disability. The 
man faced * with the pro yblem of supporting a family on a low wage 
and finally at his wits’ end comes into the welfare office and says “I’m 
sick,” and there is not much they can do to tell him he is not. 

Chairman Curris. [ am interested in that problem because I have 
eard citizens discuss it and point out that they thought it might be a 
problem. I was anxious to know whether or not there were any actual 
facts on the record to substantiate it, not that I questioned it either 
way, but I think if it is true it is a serious thing. 

Mr. Carmon. So as far as statistical tabulation, we cannot give it, 
but i thn we can conve} the concern of the personne ] of t the depart- 
ment who have stated this in our par ish interviews. 

Chairman Curris. At this point in the record I want to show the 
presence of a very distinguished member of the full Committee on 
Wavs as Means, the Honorable Hale Boges of Louisiana, who is 
a most helpful member of the Committee on Ways and Means. We 

ire de] mated. since we have some witnesses from Louisiana that he has 
been able to come in fi r part of the t testimony. 

Would you like tovens something at this time? 

Mr. Boaes. I am glad to see these very distinguished members. Dr. 
French is a good friend of mine. 
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Mr. Wrxn. I gather from what you have said about this incidence 
of disability and desertion that you are talking about the aid given to 
dependent children in this program in this connection, is that right? 

Mr. Carmon. Yes. 

Mr. Winn. And aid is given to the children and to the mother of the 
children when the father and breadwinner has deserted ? 

Mr. Carmon. That is correct. 

fr. Winn. And also aid is given to the children and to both parents, 
is that true, when the father is disabled ? 

Mr. Carmon. That would fall under our program of aid to depend- 
ent children. The disability factor is more related to our own gen- 
eral assistance program within Louisiana which is not supported by 
any Federal contribution, hence all possible cases are aided under 
ADC. 

Mr. Winn. But as a result of the disability do the children then 
become eligible for aid to dependent children which is participated in 
by the Federal Government ? 

Mr. Carmon. Yes. 

Mr. Winn. Does the mother also become eligible under the care- 
taker, the adult caretaker approach of the aid to dependent children 
program when the father is disabled ? 

Mr. Carmon. That would vary from case to case, depending on the 
situation and resources. 

Mr. Winn, What you are saying is that in some instances the family 
is better off if the father either (a) deserts or (6) becomes disabled 
because the family gets more from the aid to dependent children pro- 
gram than the father could earn to support the family if he remained 
a gainful employee? 

Mr. Carmon. Within the framework of the level of living of a cer- 
tain segment of the Louisiana population, that is true and t hat i. 
our concern. 

Mr. Winn. What, if you can tell us, has been the influence of the 
Federal Government on the administration of the Louisiana Depart- 
ment of Public Welfare ? 

Mr. Frencn. Through the regional office, of course, the Department 
of Health, Education, and Welfare, there has et oat a the Fed- 
eral Security Agency—a constant attempt to set up standards with 
respect to the operation of the program. This is the way the program 
was intended to work, as a sort of a joint arrangement between the 
Federal Government and the State government, but we have dis- 
covered that the recommendations and the standards set up have not 
been taken or accepted in many instances except on a selective basis 
by the State department of welfare, so I think we could say the Fed- 
eral Government operating through its established channels has had 
a somewhat. ineffectual influence upon this program in Louisiana 
despite the fact that they put up 62 cents out of every dollar to support 
categorical assistance in the four categories. 

Mr. Wrxn. Doctor, would you say, as a result of the earmarked tax 
and the high OAA recipiency rate, that despite the low per capita 
income and the relatively low OASI recipiency rate in Louisiana this 
program indicates that the people of Louisiana are willing to be taxed 
more to support this categorical program ? 
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Mr. Frencu. I believe that you cannot come to any other conclusion 
because of the results of the election in 1948 where the campaign 
was waged pretty much on giving $50 to everybody who was over 65 
years of age. 

Mr. Winn. $50 a month? 

Mr. Frencu. That is correct: yes. The people voted for that 
program by voting for a candidate for governor. In that campaign 
it was indicated that the people of the State would have to pay for 
this program because the State had no surpluses to support such an 
expanded program and so the legislature under the leadership of that 
administration passed a 2-percent sales tax, the instance of which 
bears very heavily upon the common people of the State of Louisiana, 
and so one can only conclude, I believe, that it was an open case of 
willingness to be taxed to support this particular program. 

Mr. Winn. Doctor, what will be done with the results of the study 
regarding which vou have testified and which has been and is being 
conducted by the Public Affairs Research Council of Louisiana, Ine. ? 

Mr. Frencu. Under the terms of the resolution, of course, the study 
that we are now completing will be reported in final form to the 
Governor, who in turn is under obligation to see that it is printed 
and distributed to the members of the legislature, but under the terms 
under which we undertook this study, the Public Affairs Research 
Council will likewise issue to the citizens of the State, and to the legis- 
lators, and to other interested persons a series of reports concerning 
this program, the operation of which has disturbed so many people 
in the State, and we will use all of the known mediums of commu- 
nication to carry that story to the people of the State who, it is gen- 
erally felt, do not understand the ramifications of a program as com- 
plicated as this one truly is. I might say one other thing which 
T think is important to keep in mind and that is that there is no doubt, 
I think, on the part of people in the State of Louisiana that there is a 
need for some kind of public-assistance program. 

Their concern is whether they have the kind of public-assistance 
program that they ought to have, not the need for one, and despite 
the economic transformations which have occurred in that area, there 
is no doubt on the part of any of us who have been engaged in this 
study that there is a need for some kind of a sound and reasonable 
public-assistance program. Our job has merely been to gather facts 
and to come up with a report of our findings and with such recom- 
mendations as we felt we could support that would indicate the way 
that we could go forward from where we are to something that would 
be more generally in the public interest. 

Chairman Curtis. At this time we are going to take a 10-minute 
recess. Then we will have the questions by the members of the com- 
mittee for Dr. French and Mr. Carmon. If there is any item that 
occurs to you that you wanted to mention to this group, of course we 
will have time for that. 

The committee will stand in recess for about 10 minutes.) 

(Short recess. ) 

Chairman Curtis. Are there any questions, Mr. Cooper? 

Mr. Coorrr. No question. thank you, Mr. Chairman. 

Chairman Curtis. Mr. Eberharter? 
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Mr. Exernarrer. I will make it very short, Mr. Chairman. Dr. 
French, I think your conclusion is that the earmarking of special 
funds derived from a special tax has a tendency to increase the ex- 
penditures coming out of that earmarking, especially if it brings in 
more money than is absolutely necessary ? 

Mr. Frencnu. That is correct. 

Mr. Esernartrer. Then it would follow that if the State of Louisi- 
ana reduced the sales tax to 1 percent perhaps they would not be so 
liberal in their relief requirements: that is, in their requirements for 
eligibility ? 

Mr. Frencn. I believe that would be the case. I think they would 
adopt a stronger fiscal control and a more adequate budgeting system. 

Mr. Esernarrer. I think that is quite reasonable. Is this sales 
tax applied to food and clothing? 

Mr. Frencnu. Yes, it is; on all the necessities of life. 

Mr. Esrernarrer. So the relief recipients have to spend part of 
their relief for their maintenance, too? 

Mr. Frencu. Yes, that is the ironical thing about it and why I 
answered Mr. Winn by saying I believe you would have to conclude 
that the people of Louisiana were willing to be taxed because the tax 
that was imposed on them to support this program bore very heavily 
on the common man. 

Mr. Enernarrer. In order to sum up your testimony, both your 
main statement and in answers to questions, I take it that Louisiana 
does have a needs test because in order to get this Federal grant you 
have to qualify and the qualifications were set up by the laws of the 
State of Louisiana and you say are extremely liberal? 

Mr. Frencn. That is correct. 

Mr. Esernarter. Cannot all of that be corrected by the State Legis- 
lature of Louisiana and action by the Governor? 

Mr. Frencn. We did not come here particularly to tell you people 
what to do and our report is to be made to the governor and to the 
State legislature. Our research therefore has been pointed in the 
direction of the things which the State board of welfare and the State 
legislature and the State administration could do. So most of what 
we have said this morning, I am sure, is pointed in that direction. 
Where the Federal Government comes into the picture we feel is 
through the normal operation of the channels, the lines of authority, 
which flow to the regional office in Dallas, and the relationship of 
that office to our State department, and that relationship, we feel, is 
one where the Federal Government through its agency in Dallas has 
not been completely effective. That will require some action some- 
where. Ido not know whether that is merely action at the State or at 
some other level, but it has not produced, as I think the record clearly 
shows, the uniformity in this program which you gentlemen in Con- 
gress might have had reason to expect from what you have legislated 
and the agencies that you have set up to do a certain kind of job. 

Mr. Eneruarrer. Dr. French, Congress is faced with the prob- 
lem of defining insofar as it feels it is absolutely necessary tests which 
are applicable to all the States of the Union fairly, indiscriminately, 
and without particular regard to one element or one section, or one 
group or-anything like that. Perhaps, our needs tests do not exactly 
suit the requirements you would like to have for Louisiana. Perhaps, 
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you can suggest a definition that would suit all of the States of the 
Union so that we could be guided by it in formulating a policy for 
the entire country. 


Mr. Carmon. That would be one point, sir. As we mentioned, the 
lac k of obj yer tives in our State program, we feel, stems from a lack of 
Che ir definition of nee lin the basic legislation. 


Mr. Esernarter. Of course, behind that Congress does not want to 
take complete authority without delegating to me) State, particularly 
the Southern States, of which Louisiana is one. or too much control 
over their administration. 

Mr. Carmon. In keeping with your question, there is little incen- 
tive for we Louisianians to tighten up this program when we can 
on the surface think we are getting 60 percent of it paid for by the 
other States. I think there is little surface incentive. A full under- 
standing of the program and what it is costing overall is something 
else. 

Mr. Esernarrer. Then perhaps if we reduced our matching from 
$20 out of the first $25 back to $15 out of the first $25, it would suit 
Louisiana better ? 


Mr. Fri mt u. It certainly would put more pressure on the adminis- 
trators of that program in Louisiana to operate in a different way. 
Mr. eee . As a general proposition I think we would say that 


anything Congress could do to ike a reexamination of definitions of 

eligibility and need would be advantageous, not only for Louisiana, 

but for any State. Our concern is that the eligibility requirements 

and the definition of need be realistic and in our State a couy le with 

$2,500 in maximum resources plus a home valued at $15,000, it seems 

to us that you have to stretch your conception of need a little bit to 
ialify that couple for public assistance. 

"Mr. Enernuarrer. It seems to me also that the natural conclusion 
from What you say would be, if the Congress provides less in Federal 
funds, it would tighten up your distribution of the money because it 
would cost the people in your State more, the taxpayers of Louisiana, 
is that correct ? 

Mr. Frencu. I think there would be a tendency in that direction. 
As I said earlier, we have — ted our study pretty much in the di- 
rection of things which the State government could do rather than 
things that Conaven tceld doct yut I think there might be some tend- 
ency in that dire ction, be Cu a amaaaan in Louisiana in doing things 
in connection with these public assistance programs it is put to us in 
terms of if we will just do this then we can get this much more in the 
way of Federal f vids and so there has been some pressure at various 
times and various places to do certain things to claim more Federal 
money. Obviously, there would not have been that pressure if the 
money was not there, so 1 think by inference you could reason that 
it might have forced more responsibility to be taken. 

Mr. Evernarter. When your State legislature, assuming they are 
expressing the will of the people, allows a relief recipient to own a 
home worth $15,000, a car worth $1,250, and a business grossing $5,- 
000, does not have any relative-responsibility law and no lien law, 
it seems to me that the obligation, if there is any complaint, comes 
first upon the legislature of the State of Louisiana. 

Mr. Frencu. I think you are right and I think it was their feeling 
that the responsibility was theirs that led them to ask us to make this 
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study, because they felt that they were derelict in some respect in con- 
nection with this program and they wanted to find out more spe- 
cifically wherein they were derelict. 

Chairman Curtis. Do you happen to know what percent of the aged 
population—and by aged I mean over 65—are employed in Louisiana ¢ 
{ think I am correct that our other discussions were based upon a 
survey made by the Department of Commerce and they defined some- 
one as employed who worked at least 15 hours a week. I am fully 
aware that “employed” is a relative term. Do you have a figure on 
that? 

Mr. Frencu. I do not know whether we have the figures with us. 
You received earlier, I believe, a chart, exhibit 37, in which there 
was a percentage presentation made of the percentage of the popula- 
tion 65 years of age and over in Louisiana receiving old-age assistance 
and the percentage that was employed. (See p- 289. ) 

Mr. Carmon. We do not have those figures with us. 

Mr. Frencu. Of course, I do not have the absolute figures, but I do 
have the percentage. 

Chairman Curtis. What is it? 

Mr. Frencu. I cannot read it exactly, but it would look as though 
it would be something like 20 percent. 

Chairman Curtis. The national average is about 24 percent. 

Mr. Frencnu. Yes, and on this it looks as though it 1s a little bit 
more. 

Chairman Curtis. That is our staff chart that is already in the 
record. 

Mr. Frencn. That is correct. 

Chairman Curtis. However, on your own you have not collected a 
figure on how many—— 

Mr. Carmon. 1 am sure we have it in our materials back in 
Louisiana. 

Chairman Curtis. For the record, that was exhibit 38 he was 
referring to. (See p. 290.) 

Since your whole story here has been developed by questions we 
certainly do not want to ne lose you people from bringing out any 
additional facts that ought to be laid before us. Do either of you 
have anything further that you would like to say ¢ 

Mr. Frencu. There was just the one little item I think that was 
deve ‘loped | in a question here just a moment ago, that in talking about 
the lack of objective for the program, that this gets us over into the 
effects upon the definition of need, that is, without a clear statement 
of objective you lack a clear definition of need and that means that 
sometimes you have, as a member of your committee pointed out, really 
people receiving assistance who, you could not say, except by some 
great stretch of the imagination, were truly in need, that is, the 
circumstances which you cited. 

Mr. Carmon. I am sure we did bring out what we are concerned 
with insofar as the philosophical implications are concerned, when 
our program spends about $102 million for fiscal 1953 on assistance, 
which it did. ‘The Federal Government contributed 62 percent. We 
had a total appropriation of $600,000 for vocational rehabilitation. 
The Federal contribution for vocational rehabilitation in the State 
of Louisiana amounts to $400,000. It just seems to us that that kind 
of relationship is not a positive way to combat dependency situations. 
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Chairman Curtis. What does that rehabilitation program deal 
with generally as it relates to aged persons ? 

Mr. Carmon. Not particularly with the aged persons. We are 
thinking primarily of our disability categories. 

Chairman Curtis. Under the act the Federal Government does 
make a grant to States by reason of total disability and the inference 
that might be drawn from that is that maybe the best job is not being 
done to help people to help themselves. 

Mr. Frencu. There is very little attention to rehabilitation or self- 
help as far as the Louisiana program is concerned and we feel those 
are weaknesses. 

Chairman Curtis. You do not look at that rehabilitation program 
from the standpoint of the—lacking a better term—stingy taxpayer 
who wants to get someone off the welfare roll, but rather that it 
leads to the well-being and happiness of the person involved; is tha 
correct ? 

Mr. Frencrt. That is correct. 

Chairman Curtis. Is there anything further you wish to say ? 

Mr. Frencn. I believe that is all. 

Chairman Curtis. We certainly thank you for the appearance you 
have made here. We are very pleased that your working down there 
has progressed to the point where you could come here and give us 
these facts. I want to say something that I have said several times 
during this hearing: It is our purpose not to point the finger at any 
individual, or any legislature, or any past Congress, or any State. 
We merely want to get the fac ts and see what the problem is that we 
all face, to the end that those facts might lead us to better policies 
in determining where we go from here. I am impressed with the 
objective way that you people have gone about your work and the 
results of your work that you have testified to here. It has been 
helpful to us. It is a very important contribution to our record, and 
I again want to express my appreci: ition to you men for your assist- 
ance, for coming to Washington and testifying. We thank you. 

The committee will stand adjourned until 2 o’clock this afternoon. 

(Thereupon, at 12:08 the hearing recessed on Monday, November 
2 . 1953, to reconvene at 2 p. m. the same day.) 


AFTER RECESS 


Chairman Curris. The committee will come to order. Mr. Ball, 
will you and whoever is with you come forward ? 


STATEMENT OF ROBERT M. BALL, ACTING DIRECTOR, BUREAU OF 
OLD-AGE AND SURVIVORS INSURANCE, ACCOMPANIED BY EWELL 
T. BARTLETT, ASSISTANT DIRECTOR, IN CHARGE OF DIVISION 
OF CLAIMS CONTROL, AND HAROLD P. PACKER, ASSISTANT GEN- 
ERAL COUNSEL, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


Chairman Curris. Again we welcome you gentlemen. We have 
relied on you for cons siderable information and you have brought a 
great deal of information to us. 

You have a prepared statement to present, do you not? 


Mr. Batu. Yes, I do. 
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Mr. Chairman, earlier I made statements in response to the ques- 
tions prepared by the staff of the subcommittee on the coverage and 
on the benefit and eligibility provisions of old-age and survivors 
insurance. 

Among the questions on eligibility was one on the retirement test. 
As I mentioned in my last statement, I have assumed it would be 
desirable for me to deal with the retirement-test question on the day 
the subcommittee planned to go into that subject. 

Therefore, I would now like to give a summary and general state- 
ment concerning the retirement test. I have already submitted for 
the record a detailed and technical response to the retirement-test 
question prepared by the staff at the time that we submitted the other 
detailed and technical statements. 

That question, the third in the series on eligibility, is as follows: 

3. What are the conditions of the retirement test as applied to beneficiaries, 
with distinctions as between income from wages and income from self-employ- 
ment? 

Benefits under the old age and survivors insurance program are 
designed to replace in part the income lost to a worker and his depend- 
ents through the retirement of the worker or to his dependent sur- 
vivors in the case of his death. 

The retirement test in the program serves to assure that beneficiaries 
under age 75 do not draw benefits while they are substantially 
employed or self-employed in covered occupations. 

The test applies to all beneficiaries, not just the wage earner himself. 

At age 75 and thereafter, benefits are paid regardless of a person’s 
earnings in covered employment or self-employment. 

The retirement test, as applied to persons who work for wages, 
operates on a month-for-month basis. If the beneficiary earns wages 
of more than $75 a month, he loses his benefit for that month. Any 
wife’s, child’s, or husband’s benefits based on his or her wage record 
are not payable for that month. 

For the self-employed, the test operates on a yearly basis. If a 
beneficiary’s net earnings for a full year of 12 months, are $900, that 
is, 12 times $75 or less, there is no suspension of his benefits because 
of such self-employment. 

For each unit of $75 of net earnings in excess of $900, the benefi- 
ciary loses 1 month’s benefit for himself and for any dependent 
drawing benefits on his record. 

In no case, however, may the number of monthly benefits lost by 
the self-employed person in the year exceed the number of months 
during which he engaged in self-employment. 

As I mentioned earlier, a self-employed individual is considered 
retired, without regard to the amount of his income from his business, 
if he does not render “substantial services” in that business. 

The reason for this provision is to make it possible for the self- 
employed person to draw his benefits even though he continues to 
receive investment income from his business. W ithout the provision, 
a person fully retired from gainful work, but receiving such invest- 
ment income, might not be able to draw benefits. 

As part of my answer to this question, propounded by the staff, 
I think the subcommittee may be interested in having a very brief 
reference to what the effects would be if the test were to be eliminated 
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in some of the problem areas in the operation of the test as it now 
stal ds. 

With your permission, Mr. Chairman, I will include these brief 
references 1n my statement, 

Chairman Curtis. We will be o lad to have them. 

Mr. Bau. If benefits were payable to all eligible persons, reg rard- 
less of their — yloyment, the cost of the program would be greatly 
nereased. In fiscal year 1954, for example, additional expenditures 
would have amo ate to alsnat $1.4 billion if there had been no 
retirement test. 

Over the long run, such a change would increase the cost of the 
ystem by about LD perce! c The Se acd lition al costs, by and large, 
would be incurred to pay benefits to persons with substantial work 
income and who h ad not suffered a loss of income. 

I might add that the present contributions schedule in the law is 
designed for a retirement =) sten, that people are not now paying for 
annuities at a , but rather for wae you might call insurance 
against the risk of ri ing out of work after 65. if we change the system 
to one of paying annuities at 65, peop ivanitibommianakihy have to pay 
highe r contribution rates over time. Roughly the increase in cost on a 
level premium basis ld be around 1 percent of covered payroll. 

The Bureau of Old aon and Survivors Insurance is aware of sev- 
eral problem areas in connection with the retirement test. 

First, as has been brought out in earlier testimony, persons working 
in noncovered employment (and that, of course, as brought out in 
earlier testimony, includes with few exceptions those who are outside 
the coul try ) how escape the test. 

Second, since Hea test is different for wages and for self- employ- 
ment earnings, persons W ie now have both types of earnings, enjoy a 
double exe mption. ‘They may have $1,800 a year ina theoretical case, 


o 


\ 


at least where they can arrange things just right for this purpose. 
They could have $900 from self employment and $900 from wages, 
without suffering any deduction, if it worked out just right. Insucha 


case a person may have $1 SOU a yeal and adr: uw all | 1} is by ne fits. 


Third, if the wage earner has earnings above the exempt amount 
1 
i 


In any month, he loses a benefit, whereas the self employed individual 


an accumulate his earnings up to $900 before he loses a benefit 

The test for the wage earner is on an all-or-nothing basis, taking 
each month by itself. If his earnings ina month exceed $75 even only 
hehtly, he loses | ent  Geneitt. Therefore it can work out to be 


actually disa ivantageous for him to take a part-time job, or one of 
short duration. 


va . 
The oe ee 


yyed person, on the other hand, may through part- 
time work derive earnings which average out at more than $75 a 
month and n ay lose as little as one benefit. the number lost de pending 
on how much his earnings in the year exceed $900. The exempt amount 
and the averaging in the self employed test is a little better, from the 
standpoint of incentives to do part-time work or short seasonal work. 
Likewise he may do work of short duration—this is the self-e mployed 
person—and, even though earning well over $75 per month during 
the time he works, lose no benefits at all. The test for wage earners is 
thus less flexible than that for the self-employed and may result in 
more disincentive for them to take part-time or short-duration work. 
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These problems, and possible methods for dealing with them are be- 
ing carefully studied at this time in the Bureau. 

Chairman Currts. Are there any questions at this point, before the 
counsel develops this? 

Mr. Coorer. Mr. Chairman. 

Chairman Curtis. Mr. Cooper. 

Mr. Cooper. Just a question or two for information. Of course, 
title II of the social-security program is an insurance program ¢ 

Mr. Batt. Yes, Mr. Cooper. 

Mr. Coorrer. A person may buy a wide variety of different types of 
insurance policies from any of the insurance companies of the country 4 

Mr. Batu. Yes, Mr. Cooper. 

Mr. Coorer. Now then, as you have pointed out here, for the type of 
insurance that is provided under title II of this social-securit) pro- 
gram, it was contemple ated that the beneficiaries were buying retire- 
ment insurance / 

Mr. Bai. That is correct, Mr. Cooper. 

Mr. Coorrer. The premiums, or the amount of revenue collected to 
provide the funds for the payment of those retirement insurance bene- 
fits, were figured on that basis? 

Mr. Batu. Yes, Mr. Cooper. 

Mr. Coorrr. So that if a person wanted to buy an annuity payable 
when he reached 65, that was not the type of insurance that was 
contemplated under title II of the social-security program ¢ 

Mr. Batu. Yes, sir, that is correct. 

Mr. Cooper. And, as you have also pointed out, if it should be de- 
cided that a person, when reaching 65, could continue to work and also 
receive these insurance benefits, it would result in a further burden 
on the trust fund ¢ 

Mr. Batu. An additional cost; that is correct. 

Mr. Coorrer. An additional cost ? 

Mr. Batu. Yes, sir. 

Mr. Coorer. And you estimate here that that additional cost would 
amount to about 15 percent? 

Mr. Bau. Yes, sir. 

Mr. Coorrr. I had a recollection that we had sometime received in- 
formation that if the retirement test were eliminated it would cost 
about $114 billion more, and I see that you put the figure here at $1.4 
billion. 

Mr. Batu. That is for the fiscal year 1954. Different years would 
be slightly different. 

Mr. Cooper. For this fiscal year? 

Mr. Batw. Yes, sir. 

Mr. Cooper. It is a question then, of course, as to what changes 
might be desirable along that line, but it should be borne in mind 
that if it is further liberalized there will be an additional element of 
cost involved ¢ 

Mr. Batt. That seems an important factor, yes, sir. 

Chairman Curtis. Are there any other questions ? 

Mr. Winn, you may proceed. 

Mr. Win. Mr. Ball, the earnings limitations affecting current eli- 
gibility for the benefits under existing law as outlined in your state- 
nent mean, do they not, that when any beneficiary between the : ages 

38458—54— pt. 53 
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of 65 and 75 earns more than $75 from employment, or on the average 
has net earnings from self-employment of more than $75 in any month 
of entitlement, the benefits for that month are suspended in their 
entirety; is that correct ? 

Mr. Baru. Yes; as a general rule, Mr. Winn. The exceptions and 
detailed technical points about that, I think, are already included in 
the statement and in what we have previously submitted, and there are 
some slight variations from that general situation. 

Mr. Winn. Maybe we will develop some of those variations in the 
questions, too. 

As to an aged couple where the husband is drawing primary old-age 
benefits and the wife is drawing secondary wife’s benefits, if the hus- 
band under age 75 finds employment and exceeds the earnings limita- 
tions, is it true that this circumstance results in the suspension of 
benefits for both the husband and the wife ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. Now, if the beneficiary is a child drawing benefits on 
the basis of the wage records of the living father, are the child’s 
benefits suspended if the father under age 75 exceeds the earnings 
limitation ? 

Mr. Bann. Yes, Mr. Winn. 

Mr. Winn. Where the child beneficiary who might be approaching 
IS years of age himself finds a job in covered employment and earns 
more than $75 monthly, his benefits would be suspended for the 
months involved, would they not? 

Mr. Bau. Yes, sir. 

Mr. Winn. If a widowed or divorced mother of any age under 75 
is drawing mother’s benefits, and her children are drawing children’s 
benefits, her own benefits will be suspended if she finds a job and ex- 
ceeds the earnings limitation; is that correct ? 

Mr. Bau. Yes. 

Mr. Winn. In the case of the mother in the above illustration, how- 
ever, the suspension of her benefits because of her exceeding the earn- 
ings limitation would not result in the suspension of the children’s 
benefits, would it? 

Mr. Bauxi. No, it would not, Mr. Winn. 

Mr. Winn. And similarly, the suspension of a child’s benefits be- 
cause of his employment would not result in the suspension of the 
mother’s benefits; is that correct ? 

Mr. Batx. No, it would not. That is correct. 

Mr. Winn. Now, the earnings limitation originally was established 
in OAST law at $15 per month; is that correct ? 

Mr. Batu. That was the first effective amount, Mr. Winn. Ac- 
ually, the Social Security Act in 1935 contained a test of retirement 
ut no monetary amount was set in that law. Section 202 (d) of the 
1935 act stated this, in part: 

Whenever the Board finds that any qualified individual has received wages 
with respect to regular employment after he attained the age of 65, the old-age 
benefit payable to such individual shall be reduced for each calendar month in 
any part of which such regular employment occurred by an amount equal to 1 
month’s benefit. 

Of course, no monthly benefits were paid under the 1935 act, so that 
this provision was really inoperative, and the amendments of 1939, 
under which the first monthly benefits were paid, fixed the maximum 
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monthly amount of earnings from employment permitted with re- 
ceipt of benefits, at $14.99 “So a deduction was made at $15. 

Mr. Winn. When was this earnings limitation increased to $50 per 
rionth ¢ 

Mr. Batu. The 1950 amendments raised the amount. to $50. 

Mr. Winn. And when was the earnings limitation increased to $75 
per month? 

Mr. Batu. The 1952 amendments raised the amount to $75 a month, 
Mr. Winn, and I might say that the 1950 amendments, of course, es- 
iF ablished the yearly exempt amount for the self-employed at the figure 
of $600, and then the 1952 amendments raised that figure to $900. 

Mr. Winn. When was the law amended so that no benefit suspen- 
sion would result from employment or self-employment at unlimited 
levels for the person aged 75 and over? 

Mr. Batu. That c¢ chang re was made by the Social Security Act Amend- 
ments of 1950. 

Mr. Winn. Now, for earnings in excess of $75 monthly to result in 
benefit suspensions the earnings must be from employment or self- 
employment now covered by title Il of the Federal Social Security Act; 
1s that correct ¢ 

Mr. Bau. Yes, Mr. Winn, also including work covered by the Rail- 

oad Retirement Act. 

Mr. Winn. That is the reason for the remarks in your statement 
with regard to foreign employment and some employment in this 
country which is not covered ‘ 

Mr. Batt. Yes, Mr. Winn. 

Mr. Winn. In other words, a person may have earnings of an 
unlimited amount from employment or self-employment not covered 
by the act, or may have income in unlimited amounts from investments 
or from other sources not treated by the act as wages or net earnings 
from self-employment, and still continue to draw OASI benefit 
payments { 

Mr. Bauv. Yes, except in railroad work, as described previously. 
I might say that it may be interesting to the committee to comment 
just a little further, and say that my underst: inding is that the reason 
for including only covered employment is purely administrative—the 
difficulty that we would find in applying this test in areas where 
employe rs were not required to report to us. 

On the other hand, the treatment of investments, it is my under- 
standing, is a matter of principle, in that the program has no needs 
and income tests in it. There is a basic reason for that, so that the 
benefits of the program can be used as a base to which individuals 

can add their own savings from investments. If one were to include 
investment earnings as part of the test, it would defeat that general 
purpose. 

Mr. Wiyxn. Mr. Chairman, at this time I offer for inclusion in the 
record as exhibit 90 a table entitled “OASI Monthly Benefits With- 
held, by Reason for Withholding Payment and Type of Benefit 
December 31, 1952.” 

I may say that the numbers and designations which are used on this 
table were obtained from the Social Secur ity Bulletin of April 1953, 
table 6, page 22, a publication of the United States Department of 
Health, Education, and Welfare. The second column, entitled “Per- 
cent,” represents percentages which were computed by the staff. 
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Chairman Curtis. Without objection it will be so received and 
marked “Exhibit 90.” 
(The table referred to, marked “Exhibit 90,” follows :) 


ExHIpit 90 


TABLE 56.—OASI monthly benefits withheld, by reason for withholding payment 
and type of be nefit, Dec. 31, 1952 





Pota Wife’s | Widow 
> ‘ } 0} A or , , 
Reason for withholding payment ind ad Mother’s| Parent’s 
. i ow 
I i] 8 204 0 240. 28 61, 62 29 50, 442 124 
I 1 f I ae 
{ S 1 23 S 4, 567 1 0) 16,178 65 
Self ‘ 7 91. 38 2, 405 8 
Er rv ( 2 08, 722 3 J 43, 773 57 
En I i be Clary 
i t AS¢ 4 14 49 
Self- er d t 
ficia W V ace 
} 
ba 
Other reason l ( 1.9 10,178 2, O5t 1, 139 4, 264 59 
Failu { t in ied 
child 2. { 189 2, 118 
Payee not determined l ( 1 1, 073 173 196 118 10 
Administrative reasons 13, 819 3.9 1,105 1, 694 943 2, 028 49 
Not Wata id en t iuded 1uS y ot ava bl 
Source: Social Security Bulletin, April 1953, table 6, p. 22, 8S. Department of Health, Education, and 
Welf S aceentie Adina telatwndice 


Mr. Baxer. I have one question. 

Chairman Curtis. Surely. 

Mr. Baxer. Mr. Ball, you are familiar with the so-called dual- 
benefits bill which passed the House in this session? The bill was 
passed in the House and not in the Senate. 

Chairman Curtis. It is in connection with this railroad retirement ? 

Mr. Batu. Yes, Mr. Baker. 

Mr. Baxer. If that bill is enacted, would that follow this same 
thought that you are developing? 

Mr. Batyi. 1 am not aware that there would be anything in that 
bill that would change the situation as far as the retirement test in 
old age and survivors’ insurance is concerned, Mr. saker. J think it 
would be the same situation still. 

Mr. Baxer. I am sure you are right, but under the present law, 
as I understand it, the work covered by railroad retirement is, in 
effect, treated as covered employment, so far as the work clause is 
concerned ¢ 

Mr. Batu. Yes, Mr. Baker—and that would still be true under 
this bill. 

As I understand it, Mr. Baker, that bill is limited in purpose to 
the provision in the present law that requires the Railroad Retirement 
Koard to offset, against railroad retirement benefits, OASI benefits in 
certain cases where part of the railroad benefit is based on past service 
credits. It would not affect the work-clause operation. 

Mr. Baxer. That is, a person still would be confined to that $75 
a month, regardless of that bill ? 

Mr. Bau. Yes, sir. 
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Mr. Baxer. I have one other point. 1 have had a number of 
inquiries from a number of railroad workers. Any investments that 
they have do not apply? 

Mr. Bauxi. That is right, Mr. Baker. 

Mr. Baker. What about income from a partnership / 

Mr. Batu. Income from a partnership would be covered self- 
employment income ordinarily, and would count as part of the retire- 
ment test. 

Mr. Baker. Even though it was not paid as salary? If you were 
a partner, would that not be income from investment ¢ 

Mr. Baru. I think perhaps the point that I ought to bring out 
here, Mr. Baker, is the substantial services test, which is part of the 
self-employed retirement test. Now, the partnership income would 
be covered employment under old-age and survivors insurance under 
ordinary circumstances, and therefore would be included for purposes 
of the retirement test. But if the partner did not actually work in 
the partnership, if he were one of these inactive partners, he could 
still draw income from that partnership and get his benefits at the 
same time. 

Mr. Baker. Which would be in the nature of return on investment ? 

Mr. Batx. It is my understanding, that is the reason for this, so that 
it allows a self-employed person to continue to draw investment income 
from the self-employment or partnership as long as he does not 
work at it. 

Mr. Baker. I missed the first part of your testimony this after- 
noon. Has the Department taken a position on this work clause 
recently ¢ 

Mr. Batu. No; it has not, Mr. Baker. 

Mr. Baker. All right. That covers what I had in mind. 

Mr. W1nN. Just a litle further along the line that Mr. Baker was 
developing, Mr. Ball, while it is true that the partner who renders 
no substantial service is held to be not in covered employment, on the 
other hand, the partner who does render substantial service is held to 
be in covered employment, so far as all of his income from the part- 
nership is concerned, even though a part of that income may represent 
a return on capital invested in the partnership. Is that right? 

Mr. Bau. Let me see if I understand your question correctly, Mr. 
Winn. 

Mr. Winn. Do you want it read back? 

Mr. Bau. I think I have the point in mind. Let me see if I get it: 

If there are net earnings from the partnership, it will be covered 
employment for purposes of taxation under the program. In both 
situations it is covered earnings. Now, there is a special provision 
that applies only on the retirement test and does not go to the question 
of covered earnings, but only on the retirement test side, which says 
that benefits will not be withheld unless the individual renders su 
stantial service in the given month. 

Now, of course, it is also true that net earnings from a partnership 
may represent a mixture of income from capital investment and income 
from actual work, and they are so inextricably mixed up that it did 
not seem practicable to the Congress in covering this group to draw 
that fine line. So a few rough rules have been put in like this “sub- 
stantial services,” but no attempt is made to draw this fine line. Is 
that responsive to your question ? 
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Mr. Winvn. In other words a man, if you could draw the fine line, 
might be determined to have $50 a month income on account of per- 
sonal services rendered the partnership and $50 a month income as a 
result of his investment, and nevertheless be barred from receiving 
benefits ? 

Mr. Bau. That is correct. 

Mr. Wryn. On the other hand, as I think was developed earlier, 
we have this anomaly, that the fine test was drawn for tax purposes, 
so far as citizens of the United States in foreign countries are con- 
cerned, and thus we find the partner over there being given a credit 
on part of earned income, and of paying social-security taxes only on 
that income which does represent return on invested capital ? 

Mr. Batu. That is correct. 

Mr. Winn. Now, do you have a copy of exhibit 90 before you, Mr. 
Ball ? 

Mr. Batu. Yes; I do, Mr. Winn. 

Mr. Winn. Now, will you please state generally what this exhibit 
purports to show? 

Mr. Batu. This exhibit sets forth for individuals who had filed 
application for and been awarded benefits, the number of monthly 
benefits withheld on December 31, 1952, and it distributes them by 
reason for withholding the payment, and by the type of benefit. 

By definition, therefore, I think it is important that the committee 
recognize this point, that by definition, this table does not reflect the 
some 1,200,000 fully insured aged persons who are still working, and 
their 300,000 eligible dependents who have not filed for monthly 
benefits. 

Chairman Curtis. At that point, you mean those are people who, 
for some reason or other, continued working, and they have not been 
applicants for title II benefits and those benefits have not been initiated 
bv operation of any eligibility tests? 

Mr. Batu. That is exactly the point, Mr. Chairman. I am just 
bringing out that for purposes of considering the effect of the retire- 
ment test the distinction between the groups shown on this table, 
which are those who actually filed and then had them withdrawn, and, 
on the other hand, those who are eligible but just did not file, but 
who would get benefits if it were not for the retirement test, that that 
distinction for purposes of seeing the effect of the retirement test may 
be largely technical. It is this even larger group that would draw 
benefits if it were not for the retirement test. 

Chairman Curtis. In other words, to what extent the retirement 
test enters into this is a speculative thing rather than a matter of 
record, and this table relates to those cases where you do have some- 
thing about it. Is that right? 

Mr. Batu. Yes; 1 think that that is correct. I just wanted to be 
sure that everyone was clear that an individual when he reaches 65 
and is fully insured under the program, may or may not file an appli- 
cation. If he happens to file an application, then he gets into these 
statistics. If he keeps right on at his regular job and keeps on work- 
ing, he is not apt to file an application with us. He is apt to wait 2 or 3 
years, until he does retire, and then file an application. 

The 1,200,000 in that group are not in this table. Yet they, as much 
as this group, are barred from receiving benefits, by reason of the 
retirement test. Do I make myself clear ? 
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Chairman Curtis. Yes. 

Mr. Wry. In addition to that 1,200,000 that are barred, there are 
also an unknown number of secondary beneficiaries, are there not, Mr. 
Ball, whose benefits would be paid as a result of payments being made 
to this 1,200,000 aged persons, were it not for the work test ? 

Mr. Bau.. We estimate that figure at about 300,000 additional, so 
that the full group is 1,500,000. 

Mr. Winn. Of course, we do not have any information as to the 
breakdown of that 1,200,000, plus the 300,000 secondary beneficiaries 
which we could include in a table such as exhibit 89 ? 

Mr. Bau. That is correct. 

Mr. Winn. That is the reason why those figures were left out of 
exhibit 90% 

Mr. Bau. Yes, sir. I imagine so. 

Mr. Winn. What is shown on exhibit 90 to be the total number of 
OASI benefits withheld as of December 31, 1952? 

Mr. Ban, 358,204. 

Mr. Winn. This means that on December 31, 1952, there were 358,- 
204 old-age and survivors insurance beneficiaries in the different classi- 
fications, whose benefits were in suspension for one or all of the reasons 
for which benefits are withheld; is that correct ? 

Mr. Batu. Yes, Mr. Winn. That is for the beneficiary classes shown 
on this table. 

Child’s benefits are not on that table. 

Mr. Winn. I notice that the footnote is that child’s benefits were 
excluded because they were not available? 

Mr. Batu. That is correct. 

Mr. Wrixn. Now, exhibit 90 lists four reasons for the withholding 
of benefits under the general classification of employment and self- 
employment, and lists also as other reasons the following: 

(1) Failure to have care of child; 

(2) Payee not determined ; and 

(3) Administrative reasons. 

Will you please explain the failure to have care of an entitled child 
as a reason for withholding of benefits ? 

Mr. Baru. Yes, Mr. Winn. 

There are three categories of beneficiaries for whom initial entitle- 
ment and a continuation of getting benefits in a given month depends 
on having an entitled child in their care. 

Those three benefit categories are: 

A wife under age 65. That is, she gets a benefit for a month c nly 
if she has an entitled child of a wage earner in her care. 

There is the widow under 65, entitled to a mother’s insurance bene- 
fit. Her getting a benefit in a month is dependent on her having such 
a child in her care. 

And the former wife, divorced, entitled to a mother’s insurance 
benefit also has to meet that same condition. Of course, if the child’s 
entitlement ends, then the benefit is terminated, but this is just a mat- 
ter of suspension by reason of not having a child in her care for the 
given period of time, a given month. 

Mr. Winy. If the child is in the care of another person, the grand- 
parents, or in an institution or some other place than under the care 
of the mother, is that correct ? 

Mr. Batu. That is correct. 
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Mr. Winn. Will you please explain “Payee not determined” for 
the reason of withholding benefits ¢ 

Mr. Baxx. This small group means that the beneficiary is either 
a child or an incompetent adult, and at the time that the figures relate 
to, no suitable person has been located to whom the payment can be 
made on the beneficiary’s behalf. We call such a person a representa- 
tive payee, because he represents the beneficiary. Most such suspen- 
sions result from the death of someone that we had been paying on 
behalf of the person, and for a month or two there is a time in which 
another representative payee is sought and being selected, or there 
may be some cases where originally the child or incompetent adult may 
have met all the conditions of entitlement, but there is a period of a 
month or two before a selection can be made of someone to pay the 
benefit to on his behalf. 

Mr. Winn. Let me ask you this, right there: This exhibit 90 is in 
the nature of a camera shot of your suspense account as of December 
31,1952. I mean by that some of these suspensions may have been in 
effect for 1 day, some may have been in effect for a week, and some 
for several months, and some of them probably will be lifted as of 
January 2, 1953. Isthat correct, Mr. Ball ? 

Mr. Baxu. In general, that is correct, Mr. Winn, except, of course, 
that the benefits are monthly benefits, and I think you can really re- 
late it to a given month, in terms of the situation as of a given 
month. 

Mr. Winy. I was thinking of the conditions which gave rise to the 
suspension, in that they might be lifted or imposed as of any time? 

Mr. Batu. Yes, sir. 

Mr. Winn. Consequently, some of these suspensions lasted no 
longer than a month or two and some, on the other hand, may have 
lasted for as long as a year $ 

Mr. Bau. Yes—and even longer. 

Mr. Winn. Will you please explain “Administrative reasons” as 
the reason for withholding of benefits ? 

Mr. Batu. This small group is really a temporary classification 
where the real situation causing the suspension has not yet been deter- 
mined. Benefit checks, for example, are occasionally returned to us 
without any explanation at all, or they may be accompanied merely 
by a communication which indicates that the individual is not sup- 
posed to get the check for that month, without telling us why. So 
we cannot allocate it to any of these reasons, and have to make an 
investigation to determine the situation, and later on that becomes a 
statistic in a proper classification. 

Mr. Winn. Out of the total number of benefits withheld for all 
reasons, as of December 31, 1952, how many in total were withheld 
because of the employment or self-employment of the beneficiary or 
because of the employment or self-employment of the old-age bene- 
ficiary on whose employment wage-record benefits were based ? 

Mr. Baw. 340,508. 

Mr. Win. These 340,508 suspensions for employment or self- 
employment reasons represented what percentage of the total number 
of benefits withheld? 

Mr. Bax. 95.1 percent. 
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Mr. Winn. In other words, more than 95 percent of all benefits 
withheld as of December 31, 1952, were withheld because of employ- 
ment or self-employment reasons; is that correct 

Mr. Bau. Yes. 

Mr. Winn. Now, of the total number of benefit withholdings be- 
cause of employment or self-employment, how many were withheld 
because of the self-employment of the beneficiary ? 

Mr. Bay. 25,171. 

Mr. Winn. What percent did this figure represent ? 

Mr. Bau. Seven percent. 

Mr. Winn. How many benefits were withheld because of the em- 
ployment for wages or salaries of the beneficiaries ? 

Mr. Baui, 259,631. 

Mr. Winn. And what percentage of the total does this represent? 

Mr. Baw. 72.5 percent. 

Mr. Winn. How many benefits were withheld because of the em- 
ployment of the old-age beneficiary upon whose wages benefits were 
based ¢ 

Mr. Batu. That means benefits withheld other than those of the 
aged beneficiary himself, the supplementary benefits ¢ 

Mr. Winn. Yes; that is correct. 

Mr. Bau. That would be 49,375. 

Mr. Wiyn. And what percentage of the total withholdings did 
this figure represent ¢ 

Mr. Bau. Fourteen percent. 

Mr. Winn. Now, it is to be noted from exhibit 90 that the data 
were obtained from the April 1953 issue of the Social Security Bul- 
letin and that data as to the withholding of child’s benefits were ex- 
cluded because they were not available. 

Do you know why the data for child’s benefits withheld were not 
available in published statistics ? 

Mr. Bax. Yes, Mr. Winn. 

In the latter part of 1951 payments to children living in the same 
household were combined into one check, and previous to then individ- 
ual checks had been used. 

With this combined check we found no easy way to keep individual 
count of the children. However, we plan to do special studies 
on this point from time to time in order to keep track of this particular 
point, and you might be interested to know that the last figure was 
of June 1951 and there were 17,237 children in deduction status be- 
cause of the work clause, and of these, 10,723 were because of the 
earnings of the child himself and 6,484 because of earnings of the 
old-age beneficiary on whose account the child was getting benefits. 

I would guess—our general indications are—that by now that 
total figure would not have risen to over 20,000. That would go up 
very slowly. 

Mr. Wryn. I would like to call your attention to the item in exhibit 
90 which shows that as of the end of 1952 there were 25,171 benefits 
withheld because of the self-employment of the beneficiary. This 
means, does it not, that the benefits of at least this number of persons 
were being withheld because they had self-employment income of a 
type which brought about suspension of benefits in 1952 but would 
not have resulted in suspension of benefits prior to the effective date 
of the 1950 Social Security Act amendments. Is that correct? 
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Mr. Batu. Yes, in general, Mr. Winn. There is just one little point 
there that perhaps I should bring out, and that is that some small and 
unknown number of the individuals in this group got their eligibility 
by reason of self-employment income. They may be people who had 
3 or 4 quarters as wage earners and then the 1951 self-employment 
would be enough to give them entitlement to benefits. It would be 
a sm all number but theoretically should be subtracted from this to 
answer your question. 

Mr. Wryw. And the number is completely unascertainable, I gather ? 

Mr. Batu. Yes. 

Mr. Wryw. In other words, since self-employment was not within 
coverage prior to the 1950 amendments, this number of persons, less 
the exception which you just indicated, prior to passage of the amend- 
ments, could have had the same amounts of self- employment income 
and at same time could have drawn benefits in full; is that correct ? 

Mr. Barn. Yes, sir; with the same exception. 

Mr. Winn. With the bringing of self-employment into coverage, 
this number of persons on the date in question had what amounted to 
earnings in a ea red occupation, and therefore, were ineligible for 
benefits on December 31. 1952; is that correc t? 

Mr. Baty. Yes, sir: with the same exception. 

Mr. Winn. With reference still to exhibit 90, will you state how 
many primary old-age benefits were withheld as of the end of 1952, 
because of the self-employment of the beneficiaries ? 

Mr. Bax. 21,386. 

Mr. Winn. How many wife’s or husband’s benefits were withheld 
because the individuals drawing such benefits were self-employed? 

Mr. Baw. 721. 

Mr. Winn. How many widow’s or widower’s benefits were withheld 
under comparable circumstances? 

Mr. Bax. 651, Mr. Winn. 

Mr. Winn. How many mother’s benefits were withheld because of 
the self-employment of the mothers? 

Mr Batu. 2,405. 

Mr. Winn. And how many parent’s benefits were withheld because 
of the self-employment of the parents? 

Mr. Batu. Eight. 

Mr. Winn. In addition to the number of benefits withheld because 
of self-employment otf the beneficiary that you have listed in exhibit 
89, which total 25,171, how many wife’s or husband’s benefits were 
withheld because of the self-employment of the old age beneficiary 
upon whose wages the benefits were based ? 

Mr. Baw. 6,331. 

Mr. Winn. Now, the large majority of this number would repre- 
sent aged wives otherwise drawing secondary benefits whose husbands 
had disqualifying amounts of self-employment income, is that correct ? 

Mr. Bauu. Yes, sir; that is correct. 

Mr. Wrxn. Now, in each instance where an aged wife has her bene- 
fits withheld because of either the self-employment or employment of 
her husband, actually both the primary benefit of the husband and 
the secondary benefit of the wife would be withheld, would they not? 

Mr. Batt. Yes, sir. 
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Mr. Winn. To the extent that the earnings limitation represents a 
retirement test as a condition of eligibility for aged beneficiaries, the 
inclusion of earnings from self-employment as a retirement test at 
the time coverage was extended to certain types of self-employment 
represents an extension of retirement test principle that has been 
applied as to all covered employment since the inception of the pro- 
gram, is that correct ? 

Mr. Batu. Yes, sir. 

Mr. Wiwnvy. Is it not true, however, that if an individual is one of 
the excluded professions, such as the practice of law, had acquired 
benefit eligibility through prior employment on a salary basis, he 
could upon rea ching age 65, draw his benefits, while at the same time 
he enjoyed a unlimited amount of self-employment income in the 
practice of Sas 

Mr. Batu. Yes, Mr. Winn. 

As I indicated earlier, this failure to apply the test in the areas that 
are not in covered employment, it is my understanding, is primarily 
an administrative question, and with a wider extension of coverage 
that problem would gradually disappear. 

Chairman Curris. At the present time in connection with the 
lawyer—and this may be such a small number of cases as to be not 
significant—suppose the lawyer has received salary and employment 
from a client and has thus qualified for benefits. He reaches 65. 
Suppose he retains that same client, but they change the method of 
employment and remuneration and he is no longer on a salary but he 
treats that client as he would any other client, and the business records 
of the client actually show a different treatment and his records show, 
in billing that client, a different arrangement. But suppose that in 
truth and in fact he continues on for the same client, making possibly 
the same amount of money from that client. Can you do anything 
administratively about that at the present time ? 

Mr. Bart. Not if it is a bona fide arrangement. 

Chairman Curtis. Even though the intention of changing the 
arrangement would be apparent ? 

Mr. Bau. I do not think that we could hold that the intention 
was material, sir, but we could inquire into the bona fides of the 
actual change in the arrangement. 

Chairman Curtis. You may proceed. 

Mr. Winn. Mr. Chairman, at this time I offer for inclusion in the 
record, and ask that it be marked “Exhibit 91,” a table entitled “OASI 
Benefits Withheld Because of Employment of Beneficiary, or Em- 
Jloyment of Beneficiary on Whos se Wages Benefits Are Based, as of 
Sa ccestins 31, 1941, Through 1952.’ 

The data which make up the first and second columns of this table 
were obtained as to the years 1941 to 1945 inclusive, from the Social 
Security Yearbooks for the ye os 3 in question. 

The data for 1946 through 2 were obtained in the Social Secur- 
ity Bulletin of March 1947 ehscaah 1949, and April 1950 through 
1953, inclusive. 

The percentage computations in the last column were made by 
the staff. 

Chairman Curtis. Without objection, it will be so received and 
marked “Exhibit 91.” 
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(The table referred to, marked “Exhibit 91,” follows: ) 


ExHIBIT 91 


TABLE 57.—OANST benefits withheld because of employment’ of beneficiary or 
employment of beneficiary on whose wages benefits are based, as of Dec. 31, 
1941, through 1952 














Number of Benefits 
monthly Number of withheld 
monthly as percent 
End of year in I benefits of benefits 
payment withheld as in current 
status Dec of Dee. 31 payment 
31 status 
1941 316, 312 42, 584 13.5 
1942 $25, 837 77, 859 18.3 
1943 518. 586 113, 340 21.9 
1944 656, 773 132, 860 20. 2 
1945 897, 973 149, 994 16. 7 
1946 1, 180, 543 191, 327 16. 2 
1947 1, 453, 462 244, 554 16.8 
1948 1, 733, 292 284, 353 16. 4 
1949 2, 103, 371 300, 611 14.3 
1950 2,744, 0 262, 329 9.4 
1951 3 : 338, 026 9.6 
1952 1, 086, 798 340, 508 8.3 
Beginning with data for 1951, includes benefits withheld because of self-employment of beneficiary or 
self-employment of old-age beneficiary on whose earnings benef e based 
NOTE fc benefits withheld and in current pa status are excluded throughout be- 
cause d f ts wi ld t available for 1951 1 1952 
Sour D I inclusive, Soc Security Yearbook; data for 1946-52, Social Security Bulletin, 
M h 19 1948, 1949 April 1950 to 19 lusi 


Mr. Wixn. Mr. Ball, the data in exhibit 91 represent an historical 
listing of the numbers of OASI benefits withheld because of the 
exceeding of earnings limitations as of December 31 of each year, in 
the period 1941 through 1952; do they not? 

Mr. Bau. Yes, sir. 

Mr. Winn. You will note that the number of benefits withheld 
because of employment as of the end of each year are translated 
into terms of percentages of monthly benefits in current payment 
status of the corresponding years? Over the span of 12 years, what 
is the highest point in the ratio of benefits withheld to benefits in 
current-payment status ¢ 

Mr. Baux. In the data shown here, it is: 1943, 21.9 percent. 

Mr. Wrxn. In other words, at the end of 1943 the number of bene- 
fits withheld because of employment was equivalent to 21.9 percent 
of the number of monthly benefits in current-payment status; is that 
correct / 

Mr. Bau. Yes, sir. 

Mr. Winn. What was the dollar amount of monthly earnings limi- 
tation in effect in 1943? 

Mr. Bau. $14.99. 

Mr. Wrxn. You will note that the number of benefits withheld in 
relation to the number in current status dropped from 14.3 percent 
at the end of 1949 to 9.4 percent at the end of 1950. Had there been 
a change in the dollar amount of the monthly earnings limitations 
prescribed by law between the end of 1949 and the end of 1950? 

Mr. Batu. Yes, Mr. Winn. The dollar amount specified in the 
retirement test was increased from $14.99 to $50 effective September 
1950. 
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I do not believe, however, that this increase accounted for a sig- 
nificant part of the drop in the number of benefits withheld and in 
the ratio of that number to the number of benefits in current-pay 
status. 

Perhaps the committee would be interested in my mentioning the 
other major factors that were present at the same time, that may have 
had that effect ? 

Chairman Curtis. Proceed, Mr. Ball. 

Mr. Batu. I think really a more important effect of the 1950 amend- 
ments in this connection was that the retirement test was completely 
removed for beneficiaries aged 75 and over. An estimated 30,000 to 
35,000 individuals, that is, workers 75 and over, plus their wives, 
who are over 65, had their benefits reinstated as a result of the removal 
of that test. That would have been one big factor. 

Chairman Curtis. At that point, if the man is beyond 75, assum- 
ing that he is a primary beneficiary, and the wife is over 65, but has 
not reached 75, the work test applies to her? 

Mr. Batu. No, sir. 

Chairman Curtis. It does not? 

Mr. Bai. You mean if she were to work herself? 

Chairman Curtis. If she were to work. 

Mr. Bau. If she were to work, it does; yes. I thought you meant 
as a dependent. She would get her benefit if it were a wife’s benefit, 
regardless of earnings of her husband if he were past 75, but the test 
applies to her as a worker, 

Chairman Curtis. Yes. 

Mr. Batu. Another effect of the 1950 amendments, that I think 
is important in this connection was to bring onto the benefit rolls 
a large number of beneficiaries who had been retired for some time. 
Under the new-start insured status a great many people were picked 
up who had not worked since the early forties, on the basis of the 
six-quarter coverage provision, and they were much less likely to go 
to work and be subject to the deduction provisions, than were the 
beneficiaries who had been on the rolls. 

Another final factor that has to be taken into account in addition to 
the change in the amount of the retirement test is that a number of 
young widows and children were transferred from suspense status 
into a current-payment status because of the fact that, under the 1950 
amendments, additional children in a family may get benefits when 
a child or a mother goes to work. Additional members of the family 
may get benefits in order to bring the total benefits for the family 
again uptomaximum. That was another factor. 

Of course, I might say that the long-term trend is for increasing 
numbers of beneficiaries to be on the rolls who are unable or unlikely 
to work. There is a process of more and more people on the rolls 
being in the older age groups above 65—the beneficiary roll tends to 
age. Plus one other factor—there tend to be more widows and wives 
on the rolls as compared with the men workers on the rolls, as time 
passes. ‘They again are less likely to work than are the men. 

Mr. Winn. Mr. Ball, back some sentences ago, but in response to 
my last question, I think you referred to exhibit 90 as indicating the 
number of dependents’ benefits withheld. I think that was inad- 
vertent. These are total benefits withheld, whether primary or 
secondary benefits ? 
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Mr. Bau. Yes,sir. If I said “dependents” that was an error. 

Mr. Wiyyn. Now, the 340,508 benefits being withheld at the end 
of 1952 represented what percent of the number of monthly benefits 
being paid? 

Mr. Baw. 8.3 percent, Mr. Winn. 

Mr. Winn. This 8.3-percent ratio represented the low point over 
the 12-year span, is that correct, Mr. Ball? 

Mr. Bau. Yes, sir. 

Mr. Winn. By the end of 1952 the earnings’ ceiling of eligibility 
for benefits had been i increas sed to $75; is that correct ? 

Mr. Batu. Yes,sir. For the wage earner that began with September 
1952, and for the self-employed, for any taxable year ending after 
August of 1952. 

Mr. Winn. Although the end of 1952 provided the low point in 
the ratio of benefits withheld to benefits being paid over the 12-year 
span, nevertheless there still were approximately 8 persons out of 
every 100 otherwise eligible for benefits, who were not drawing them 
because their earnings for self-employment or cmatogeaet were 
hig hor han the $75 monthly limitation prescribed by law as a condi- 
tion of e ligibility, is that corre ct é 

Mr. Baty. Yes, Mr. Winn. That is with respect to the persons who 
have already filed for benefits, but I would hke to emphasize again 
that same point, that the effect of this is greater than it appears from 
this table, that is, that as many as 1,500,000 (1.2 million workers and 

300,000 dependents) who are eligible but have not yet filed for bene- 
fits, are also affected by this test, and all of this group would become 
eligible if the test were to be removed. 

So, I am supporting the same point, the point that is made here is 
even stronger than it seems from the table. 

Chairman Curtis. I think that that point is understood. In other 
words, this individual who just never applied, some of those, without 

doubt, have knowledge of the requirements of the eligibility test 
or work clause, as it is sometimes referred to. So they just decide 
not to file an application, and you never hear from them ? 

Mr. Batu. That is correct. 

Chairman Curtis. On the other hand, in that million-some, no 
doubt there are some who have other reasons for not applying for 
benefits ? 

Mr. Baru. Yes, Mr. Chairman. 

Chairman Curtis. Mr. Eberharter. 

Mr. Exsernarter. I have a question. 

hairman Curtis. Surely. 

Mr. Evernarrer. In other words, Mr. Ball, these tables are not of 
much value insofar as helping any person to come to any conclusion 
unless he takes into consideration other factors than are shown on 
the tables? This table shows only part of the picture and not the 
whole picture, and therefore, unless the other factors are considered, 
it is not of much value? 

Mr. Bazi. Mr. Eberharter, the table may be of value for some 
purposes, but my point was that it is an understatement of the effect 
of having the retirement test, that people who have never applied are 
also affected by it, and in that sense, if the purpose is to use it for 
that, you have to keep in mind that there are these 1,500,000 in addi- 
tion. 
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Chairman Curtis. I think that that point is well taken. That is why 
I have mentioned it twice in the record. It does not purport to show 
anything that it does not show. 

Mr. Bau. I do not mean to labor the point, Mr. Chairman. 

Mr. Winn. Mr. Chairman, at this point I ask that there be made a 
part of the record and marked “Exhibit 92,” a table which is entitled: 
“OQASI Old Age (Primary) Benefits, Withheld Because of Employ- 
ment or Self-Employment of Beneficiaries, in Relation to All Old Age 
Beneficiaries in Current Payment Status, by Age and Sex of Bene- 
ficiaries, December 31, 1952.” Pi 

There are three sets of columns as to total and as to men and as to 
women. 

The figures in current pay status in each of the three sets of columns 
were obtained from the Social Security Bulletin September 1953, 
table 23, page 35. 

The figures as to the total payments withheld, which are in the 
second column of each of the three groups, were supplied to us by the 
Bureau of Old Age and Survivors Insurance. 

The third column in each set, the percentage, was computed by the 
staff. 

Chairman Curtis. Without objection, it will be so received, and 
marked “Exhibit 92.” 

(The table referred to marked “Exhibit 92,” follows:) 

EXHIBIT 92 
TABLE 58.—OASI old-age (primary) benefits withheld because of employment or 


self-employment of beneficiaries, in relation to ail old-age bene ficiaries in cur- 
rent payment status, by age and sex of beneficiaries, Dec. 31, 1952 


Number of old-age benefits, Dec. 31, 195: 


Total Men Women 

hon Witt Witt Wit} 
held as held as ~~ held as 
int r- | With- |! he Ir | Wit! as ret With. | Percent 

. held . * Pay | hel F pay held 

sta rent sLuSs ren coos rent 

pay pay satus pay 

atl tatt Statu 

Total 65 years and 
ove! 2, 643, 932 (230, 108 8.7 |2, 051,970 |199, 258 9,7 '591,962 | 30, 850 5.2 
t ears ] - 8 , 5 4, 761 7 21 t 7 ] 362 ] 578 . l 
66 years 220, 76. 23, 144 10.5 153, 043 17 12.5 | 67, 722 3, 069 5.9 
67 vears 230, 346 33, H92 14.6 165,422 | 28, 693 17.3 | 64,924 4, 999 

68 v 83 ROS 74 l 173, 342 | 3 17.8 | 60. 463 4, 845 8.0 
49 years 213,716 | 31, 364 14.7 160, 79 27, 350 7 52, 919 4,014 7.6 
70 vears 210, 840 | 28, 767 13. ¢ 162, 535 25, 306 15.6 48, 305 3, 461 7.2 
71 vears 183, 484 | 21, 801 11.9 142, 689 | 19, 143 13.4 | 40,795 2, 658 6.5 
72 vear 75, 386 18, 4 10 138, 22% 16, 22! 11.7 7, 160 2, 240 6.0 
73 ‘ | t 14 2 4 121 ! 2,8 73 1, 567 l 
74 vears 135, S78 11, 48 8.5 109, 690 10, 296 9.4 26, 188 1, 252 4.8 
iv ~ 


years and over 730, 933 | 2, 559 0.4 | 619,544 | 2,292 0.4 |111, 389 267 0. 
| ' 


Source : Social Security Bulletin, September 1953, table 23, p. 35, and appendix I, tables 
55 and 48, pp. 1072 and 1064, 


Mr. Wrxn. Mr. Ball, the data in exhibit 92 deal, do they not, with 
old-age benefits, commonly called primary benefits, which are being 


withheld, at the end of 1952, because of the employme nt or self-em- 
ployment of the aged primary beneficiaries? 
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Mr. Baru. That is correct. 
Mr. Winn. This table indicates, does it not, that as to male and 
female beneficiaries combined, the highest ratio of benefits withheld to 


benefits in current payment status occurred at age 68 of the bene- 
ficiaries ¢ 


Mr. Batt. Yes, Mr. Winn. 

Mr. Wry. Is it true that the ratio of withheld old-age benefits to 
the number being paid with respect to male beneficiaries ran approxi- 
mately double the ratio with respect to female beneficiaries? 

Mr. Bau. Yes, sir. 

Mr. Winn. For example, at age 68, what was the percentage figure 
for benefits withheld from male beneficiaries ? 

Mr. Bats. 17.8 percent. 

Mr. Wiyn. And in contrast, what was the percentage of benefits 
withheld from female beneficiaries of that age? 

Mr. Bau. 8 percent. 

Mr. Winn. I would now like to clarify certain detailed questions 
us to the application of the earnings limit: ation, Mr. Ball. 

With respect to the beneficiary over age 75 to whom the retirement 
test does not apply, it is true, nevertheless, that the second beneficiary, 
such as the wife who is under the age of 75, would not herself incur 
the suspension of benefits if the over 75 husband had earnings of more 
than $75 per month? 

Mr. Batu. Yes, Mr. Winn. That is correct. 

Mr. Winn. Since the beginning of November 1951, wages and sal- 
aries from railroad service, covered by the Railroad Retirement Act 
have constituted the basis for the withholding of benefits where they 
exceed $75 monthly, whereas prior to that time earnings from rail- 
road employment did not result in the withholding of OAST benefits; 
is that correct ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Wry. Sickness or accident disability payments made by an 
emp loyer to or in behalf of an employee under a system established 
by the employer will not result in withholding of OASI benefits; is 
that correct ? 

Mr. Batu. Yes, that is an exception from wages, in the definition 
of wages. 

Mr. Wrywn. On the other hand, such sickness or accident disability 
payments by an employer not under an established plan will not result 
in the withholding of the benefits if the payments were made after 
the expiration of the sixth month following the month in which the 
employee last worked for the employer, but will result in the with- 
holding of benefits if the payments were made before the expiration 
of the 6-month period and if the employee relationship continues; is 
that correct ¢ 

Mr. Batu. Yes, Mr. Winn. Again, that is a statutory distinction 
in the definition of wages. 

Mr. Winn. Vacation pay of more than $75 monthly, or earnings 
plus vacation pay of more than $75 monthly, will bring about the 
withholding of benefits, if an employment relationship between the 


beneficiary ‘and his employer existed during the vacation period; is 
that correct ? 


Mr. Bauxi. Yes, Mr. Winn. 
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Mr. Winn. However, if the vacation payment is made to an em- 
ployee at the time or after his employer has terminated the services, 
the vacation pay will not result in withholding of benefits, if the pay- 
ment is for an undesignated period or if it is ‘for a period subsequent 
to the date of the employment termination; is that correct? 

Mr. Bau. Yes, sir. 

Mr. Winn. Where a beneficiary is paid a bonus for a monthly ben- 
efit entitlement before the termination of the employment relation- 
ship, the OASI benefit will be withheld for a month, if the bonus 
or the bonus plus wages exceeds $75; is that correct 

Mr. Bau. Yes, sir. 

Mr. Winn. And if the bonus is paid after the beneficiary’s employ- 
ment relationship has been terminated, it will be allocated to the last 
month of the employment relationship, and, assuming a bonus of more 
than $75, benefits will be withheld for that last month; will they not! 

Mr. Batu. That is correct, Mr. Winn. 

Mr. Winn. Where the amount of a bonus appears to be dispropor- 
tionately large as compared to monthly earnings, the field offices of the 
OASI Bureau are under instructions to ascertain as to whether the 
payment is in fact a bonus or a deferred salary payment; are they not? 

Mr. Batu. That is correct, sir. 

Mr. Winn. And if, as a result of the investigation of such a situa- 
tion, it is determined that a large bonus payment is, in fact, a deferred 
salary payment, then the Bureau will follow the rule of allocating the 
amount of such payment back over the months in which the employee 
performed such service and to which the deferred salary payment 
applied, and benefits would be recovered for all such months for which 
the allocated deferred salary plus wages exceeded $75 ; would they not / 

Mr. Batu. Yes, sir. 

Mr. Winn. Should we infer that the practice of investigation of a 
disproportionately large bonus represents a step found to be necessary 
to guard against possible collusion between an employer and his em- 
ployee to permit the employee to draw wages in excess of $75 monthly 
without forfeiting the employee’s OASI benefit payments? 

Mr. Baw. Yes, Mr. Winn. 

Mr. Winn. There appear to be special rules outlined in the OASI 
Claims Manual, under which services rendered for commissions of 
more than $75 monthly result in the withholding of benefits, unless 
the commissions are renewal commissions. 

Will you please explain briefly the rules with respect to commis- 
sions, in connection with the withholding of benefits, and differences 


in treatment of renewal of commissions as contrasted with other types 
of commissions ? 


Mr. Baw. Yes. 

With respect to commissions other than renewal commissions, a 
deduction is imposed for the month in which the beneficiary completed 
the last act which entitled him to the commission. That is, if the 
amount of the commission exceeds the earnings limitation. 

Now, this last act varies, according to the contract of employment. 
It may be the month in which the sale is clinched, or the order is for- 
warded, or the goods are delivered, or the purchase price is collected. 

Each sale is considered a separate earnings activity. Now, in con- 
trast to that situation, a renewal commission, which, ine identally is 

88458—54—pt. 5 4 
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defined as a commission paid on the basis of the sale of life insurance 
for the second or subsequent years of the policy, in contrast then, 
the renewal commission defined in that way, as a general rule, is con- 
sidered as an additional remuneration for the original sale. 

Renewal commissions, which are wages, are related back to the 
month of the sale of the original policy, and the deduction is im- 
posed for that month, if the original commission plus the resulting 
renewals exceed the earnings limitation. 

I might say in addition to that that where renewal commissions are 
paid to a person who was self-employed at the time of the original sale, 
they are treated as current income, and deductions are imposed on a 
current basis, dependent upon the self-employment earnings limita- 
tion and, of course, the substantial service test. 

Chairman Curtis. Now, I want to ask something, there. I do not 
know what the contracts are now, but suppose a life-insurance com- 
pany paid commissions to 1 of their agencies, say 50 percent, or maybe 
a lesser percent, of the first year’s commission, at the time the applica- 
tion was taken: and say 5 percent of the annual premium for a period 
of 10 years thereafter; and the life-insurance agent continues to sell 
life insurance clear up to, say, 75, and he elects to retire, so he takes 
no more new applications. And we will assume that he has no other 
employment or self-employment that is covered by the act. 

Would those renewal commissions in that case deprive him of any 
benefits ? 

Mr. Baty. No, sir. They would be related back to the time he sold 
the policy, and would not cause deductions. 

Chairman Curtis. But suppose that he sold some life insurance 
after his retirement? Suppose he attempted to sell life insurance so 
that his commissions per month, say, would not exceed $74. 

Would these renewal commissions be added to that, after he is 65? 

Mr. Batu. Mr. Packer will answer this, Mr. Chairman. 

Mr. Packer. The renewal commissions, Mr. Chairman, are gen- 
erally related back to the time of the original sale of the policy. 

Chairman Curtis. That is when it was earned. 

Mr. Packer. That is right, sir; even though it might be paid after- 
ward. 

Now, if he sold all these policies prior to attaining age 65, and 
he then continued to sell insurance, as you suggested, Mr. Chairman, 
and his initial commissions on the new sales only amounted to $74 
per month, but in addition to that he received renewal commissions 
on his old business, there would be no deductions, because those re- 
newal commissions would be related back to the original sale of the 
policy. 

Chairman Curtis. But if he is still selling life insurance at age 70, 
and ™ sells new insurance to earn commissions of $74 a month, you 
would add, at age 70, that part of the commissions that he earned after 
65 that went into his current income at age 70, would you not? 

Mr. Packer. No. We would only add in a renewal commission for 
the month in which he sold the original policy. In other words, let’s 
assume a life-insurance agent is over 65 years of age, and sells a policy 
the first month after attaining age 65. He receives an initial com- 
mission. At that time, we have only information as to the initial 
commission, and that would either result or not result in a suspension 
that month. 
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Now, let’s assume a year later he receives a renewal commission on 
that very policy. Then we would have the total amount, and benefits 
for that month—the first month after he attained age 65—would be 
suspended if earnings for the month exceeded the $75. He would 
suffer one deduction. 

Chairman Curtis. Is that going to lead to a little bit of complica- 
tion administratively ? 

Mr. Packer. No, sir. Mr. Chairman, I might say that these rules 
on renewal commissions have continuously been under examination 
by the Internal Revenue Service and ourselves with representatives 
of the insurance industry, and I would suggest, sir, that the rules meet 
with their full approval. They feel very strongly that any insurance 
agent who is a full-time agent will have initial commissions in all 
months which will far exceed the $75 limitation; so the renewal 
commission is not a problem to them. 

Chairman Curtis. That is all. 

Mr. Winn. Mr. Ball, did you indicate in the last part of your 
answer to the question that there was a different treatment accorded 
to self-employed individuals so far as renewal commissions are con- 
cerned 4 

Mr. Packer. May I answer that, Mr. Winn? 

You will recall the life-insurance agent became an employee by 
virtue of the 1950 amendments. 

Prior to that time, he had been regarded as a self-employed indi- 
vidual, as an independent contractor. 

In 1950, the amendments stated that a full-time life-insurance agent 
was on employee. 

Now, we do have situations where the individual sold policies prior 
to 1951, and at that time was in business for himself as an independent 
contractor. The renewal commissions on the business written may 
not be paid until long after 1950-51. 

Commissions attributable to policies sold prior to 1951, when the 
salesman was carrying on his own business would be net earnings from 
self-employment. 

Mr. Wryn. This renewal commission problem only arises in the life- 
insurance field. Is that correct ? 

Mr. Packer. Yes. 

Mr. Winn. I would like to return now, Mr. Ball, to the subject of 
differences in treatment of the earnings limitations as applied to the 
employed person and as applied to the self-employed person, as out- 

lined by you earlier in your statement. 

In the first place, as I understand it, the employed person will lose 
his benefit for any and each month in which his earnings from covered 
employment exceed $75, even by a few pennies; whereas the self- 
employed person can acc ‘umulate his earnings over a year’s period and 
will lose no benefits as long as the self- employment earnings for the 
year do not exceed $900. Is that the correct inte rpretation ¢ 
~ Mr. Baw. Yes, Mr. Winn. The amount of $900, as you suggest in 
your question, refers, of course, to a full year of 12 months. 

In a case where the taxable year is less than 12 months, as in a death 
case, for example, then the exempted amount is less. It is the num- 
ber of months in that year multiplied by $75. 
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Mr. Winn. Then it would be true that a self-employed person may 
be engaged in a seasonal activity through which he earns, for example, 
$875 within a period of 3 months only ‘duri ing the year and would lose 
no benefits thereby, whereas the employed person earning as little as 
$75.01 in each of the same 3 months, would lose 3 months of benefits. 
Is that an accurate illustration ? 

Mr. Bau. Yes, the illustration is accurate. 

Mr. Winn. If a self-employed person has earnings over a calendar- 
year period on a level rate of $100 a month, he would lose only 4 
months’ benefits for the year as a result of the earnings test, whereas 
an employed person earning a hundred dollars a month over the year 
would lose all 12 months of benefits. Is that correct ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. Now, will you explain how net earnings from self- 
employment that exceed $900 for a taxable year are allocated back 
for benefit withholding purposes ? 

Mr. Bau. Well, taking the general case where the taxable year is 
12 months, the excess net earnings above $900 are charged in multiples 
of $75 back against the months in the year, beginning with the last 
month. 

However, when charging that excess over $900 in multiples of $75, 
you pass over months in which another event causing a benefit sus- 
pension applies for that month. And you pass over certain other 
months. 

For instance, if the beneficiary has attained the age of 75, you would 
pass over that month, or if he didn’t engage in self-employment, the 
substantial service point we were speaking of, you would pass over 
that, or if for any reason he was not entitled to a benefit. 

Mr. Wryn. Do you have any comments as to whether administra- 
tive difficulties would be encountered as a result of a change which 
would permit the employed person to average out his earnings over 
a year’s period in a manner similar to the plan followed for the self- 
employed person ? 

Mr. Bau. Actually, Mr. Winn, we think that there is quite a lot to 
recommend an approach like that, and we are studying it now pretty 
carefully. It would end the sharp breaking point now in the wage- 
earner test and allow people to take even full-time jobs occasion- 
ally without having this test applied to them, that is, witheut losing 
their benefits. 

Administratively, leaving aside the policy question, I think there 
would be both some advantages and some disadvantages. The accept- 
ance of the provision of having a like treatment for the self-employed 
and the wage earner would tend to make the administration somewhat 
easier. 

On the other hand, the annual test is a little harder to understand, 
than just: When you go over $75 a month, vour benefit is suspended. 
And also there might be an increase in the number of cases where 
people had what we call dry spells. That is, we would not catch up as 
quickly, on an annual test basis, with people who had not voluntarily 
reported. 

Now, through our wage record system, when we have an individual 
who should have reported but hasn’t done so, we, of course, will make 
an investigation on it. 
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Well, being on a quarterly basis we can get to that sooner than if you 
take an annual test basis. 

But we do think that such a proposal is a possibility that deserves 
very careful consideration. 

Mr. Wry. In your preliminary statement, you said that a person 
who now has both employ ment earnings and self-employment earnings, 
and has 2 exemptions, may have earnings from the 2 sources of as 
much as $1,800 a year and still draw all his benefits. 

First, that word “exemptions” disturbs me a little bit, Mr. Ball. It 
is not strictly an exemption, is it?’ He may be operating under two 
potential disabilities so far as his earnings are concerned. That is 
what you mean, is it not? 

Mr. Bauu. I am not sure what your reluctance is about the term 
“exemption.” 

Mr. Winn. Well, if he has enough money coming in, he loses his 
benefit. If he doesn’t have enough money coming in, he doesn’t lose 
his benefit. 

Mr. Batu. That is correct. 

Mr. Wryn. That is what you mean by the exemption; is it not ? 

Mr. Bay. Yes. I merely mean that the retirement test does not 
result in the loss of the benefit to the w age earner as long as he stays 
under that $75 a month; and to the self-employed, as long as he stays 
under $900. 

Now, the 2 operate completely independently; so that an individual, 
at least on a theoretical basis, who could work things just the way he 
wanted to, could get a job for $75 a month and could also work in self- 
employment and earn exactly $900 a year, and he would have a total 
covered earned income under social security of $1,800 and would not 
suffer a deduction. 

Now, I emphasize that that is more a theoretical than a real situa- 
tion. You can’t ordinarily control your employment to that extent. 
But the potentiality is there of somewhat more liberal and probably 
«nomalous treatment of people who work in both self-employment and 
wage-employment as against an individual who is in one or the other 
solely. 

Mr. Winn. Now, these hearings have already made reference on 
several occasions to the fact that a person may have self-employment 
income in excess of the earning ceiling and still suffer no deductions 
from the benefits, if, during the per iod in question, he performed no 
substantial service in self-employment. 

Will you please indicate again briefly the nature of the “no sub- 
stantial service” feature ? 

Mr. Batu. In response to this question, Mr. Chairman, if you will 
permit me, I would like to read from the House report on this subject. 
It is not very long. 

Chairman Curtis. We will be pleased to have you do so. 

Mr. Baty. The nature of the substantial service test is described on 
pages 24 to 25 of House Report No. 1300, which was the report on H. R. 
6000, 81st Congress, 1st session, and it is as follows: 

In view of the possibility that income from a trade or business may repre- 
sent merely a return on investment, or, even if personal effort is involved, that 
the services may have been rendered in only some but not in all months of the 


year, the bill provides that there shall be no loss of benefits for any month in 
which an individual has not rendered substantial service in self-employment. 
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There is no single rule under which the determination of whether or not a 
beneficiary has rendered substantial services in self-employment in a particular 
month can be made. The factors to be considered in such determinations vary 
with the diverse conditions characteristic of the great variety of trades or busi- 
nesses covered by the program. Such determinations must be based on the 
facts of the particular case with the aim of deciding whether by any reasonable 
standard the beneficiary can be considered to have been retired in that particu- 
lar month. The bill provides for these determinations to be made in accordance 
with regulations of the Federal Security Administrator. The following factors, 
among others, would be weighed in making these determinations. 


And then there are seven factors listed: 


(1) The presence or absence of a paid manager, a partner, or a family member 
who manages the business. 
(2) The amount of time devoted to the business. 
(3) The nature of the services rendered by the beneficiary. 
(4) The type of business establishment. 
(5) The seasonal nature of the business. 

(6) The relationship of the activity performed prior to the period of retire- 
ment with that performed subsequent to retirement. 

(7) The amount of capital invested in the business. 


»” 


That is the end of the quote. 

Chairman Curtis. Can you cite an illustration where this $1,800 
exemption would come in’ I think I understand it, but I am not 
sure. 

Mr. Bauy. Yes, Mr. Chairman. Supposing an individual had a 
part-time job as an employee, say, in an apartment house, as the 
janitor, and he got for that, $75 a month. And then in addition he 
had, on the side, as a self-employed person—the same individual— 
a job in self-employment, say, as a carpenter, or a taxicab driver, or 
something of that kind; and he made from that self-employment 
business exactly $900 in net income. None of his benefits would be 
taken away. 

Chairman Curtis. Does that make any difference as to how he 
earned his benefits ? 

Mr. Batu. No, sir. 

Chairman Curtis. Regardless of whether his benefits came from 
self-employment or wages? 

Mr. Batu. There is no connection, Mr. Chairman. 

Chairman Curtis. Was that brought about by administrative diffi- 
culties? I know you cannot anticipate what the Congress thinks. 
We sometimes do not know ourselves. Or was that something that 
we did not think of? 

Mr. Batu. No; I think it was fully considered, Mr. Chairman, at 
the time. But the fact is that the wage-earner test was on a monthly 
basis at the time that self-employment was added, you see—there were 
no fundamental changes made in the wage-earner coverage, and 
self-employment, it seemed, had to be put on a longer period, since 
it was a matter of determining net income. And the whole thing was 
geared to the reporting of income tax on an annual basis. 

There didn’t seem to be any good way to make a combination of 
the monthly test of the wage earner and, on the other hand, the annual 
test of the self-employed. 

I think probably if one were to try to meet this kind of prob- 
lem, it would be more feasible to move in the direction of making 
the wage earner test like the test of the self-employed person, putting 
them both on an annual basis; and then the combination would be 
possible. 
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1 am not making a recommendation on that, but I think that is the 
way one would have to go if they were to make a combination. 

Mr. Winn. Now, again in relation to this “no substantial service” 
discussion, Mr. Ball, let’s assume an individual who has two businesses. 
In each of those businesses he participates on a self-employed basis. 
In one of them, however, he performs no substantial service, but 
receives earnings. That is the business that makes money. And i 
the other one, he does perform a substantial service, but it doesn’t 
make any money, and he gets no earnings from it. 

Now, is it true that the earnings from the activity in which he 
performed no substantial amount of service would, in effect, be allo- 
cated to the other self-employment activity, in order to determine 
whether benefits would be withheld ¢ 

Mr. Baxi. Yes, Mr. Winn. 

Mr. Winn. In other words, you pool the self-employment activities 
for the purpose of determining whether or not benefits should be 
withheld ? 

Mr. Batu. Yes, Mr. Winn. That follows income-tax reporting. 

Mr. Winn. I have noted that paragraph 2552 of the OASI Claims 
Manual states that if a self-employed beneficiary is idle during a 
calendar month because he is on vocation, sick, or chooses not to 
work, he will be found not to have performed substantial services 
during such month. 

There has been called to the attention of the subcommittee staff 
the case of one individual who was ordered to make a repayment 
of more than 2 years of benefits received by him, because he was 
found to have been engaged in self- employment during that 2-year 
period. According to alleged facts, during a part of one of the years 
this individual was in a hospital for a serious operation and later 
underwent an extended period of recuperation. He did continue to 
receive income during the period of inactivity from self-employment 
engaged in earlier. 

If these alleged facts are true, and if this individual had made a 
showing that illness prevented him from performing any services 
during 1 or more calendar months, would you say whether it is 
probable that the rule with respect to periods of sickness would be 
applicable as to those months? 

Mr. Batt. Yes, Mr. Winn. They would be. 

If the facts are as you state, we would hold that no substantial 
services were rendered in those months, and he would get his benefits. 

Mr. Winn. Then, if this individual can make that showing and 
make it in a manner which is satisfactory to the Bureau, he would 
be entitled to benefits for that period ¢ 

Mr. Batu. Yes, Mr. Winn. 


(Norr.—Examination by the Bureau of the claims folder in the case referred 
to discloses that no deductions were assessed with respect to a period of 6 
months over which it was shown that the beneficiary was ill and rendered us 
substantial services. ) 

Mr. Winn. Do you follow the rule as outlined in paragraph 2553 
of the claims manual, that where total time devoted to a business is 

5 hours or less within a month, the Bureau ordinarily will find that 
the beneficiary has not rendered substantial services in that month ? 
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Mr. Baty. Yes, Mr. Winn. That is a rough screening device, an 
operating rule of thumb, to drop out the cases ‘where there seems to be 
no possibility of substantial service. 

Chairman Curtis. Are you making any comparison as to how 
much time he might have spent at the ‘business before retirement f 

Mr. Batu. We do in some cases. Ordinar ily, if it is under 25-hours, 
we would consider that, in itself, sufficient. 

The point you raise, Mr. Chairman, is more apt to come into play 
above the 25 hours. 

Chairman Curris. But there might be a case, and I certainly do 
not want to be so technical here that it looks like we are dealing with 
just moot questions. Sometimes these things arise, and while they 
have a perfect explanation to people working in Washington here 
and the folks legislating on it, vet they are very real practical prob- 
lems to one or more or several individuals, maybe, in every congres- 
sional district. 

It is conceivable, however, that someone might have built up self- 
employment credits to be eligib le for benefits in a business where they 
dropped in an hour a day and engineered everything, and that was 
all, and that practice went on after being retired, and they still would 
come within the 25-hour rule, but it would not be much of a change 
for them. 

Mr. Bau. That is correct, Mr. Chairman. 

Mr. Winn. If the total time devoted to the business is more than 
60 hours in a month, you would find, under ordinary circumstances, 
that the beneficiary did render substantial services in that month. Is 
that correct ¢ 

Mr. Batu. Yes; under ordinary circumstances, that is the other 
side of this screening device; that if a person works that much in a 
month, we would think it was quite unusual if you could hold there 
was not substantial service. 

Mr. Winn. What occurs if the total time devoted to a business by 
a self-employed person falls within the limits of 25 and 60 hours in 
any month ? 

Mr. Bau. In this area is where ordinarily we would develop all 
the factors that are enumerated in the claims manual, section 2554, 
which reflects those various points that I read from the House report, 
those seven factors. 

A determination is then made in each individual case on a basis of 
all the evidence pertaining to the above factors that are applicable 
to that particular case. 

Mr. Winn. How do you find out the number of hours that have been 
devoted, Mr. Ball, in order to apply these screening tests? 

Mr. Baw, Ordinarily, you have to rely, in the first instance, and 
primarily, on the individual himself. 

Mr. Wrxn. What is the practice followed by the OASI Bureau with 
respect to current suspensions of benefits, when it appears that an 
individual is rendering substantial services in self- ‘employ ment from 
which he expects his net earnings to average more than $75 monthly 
for the taxable year? 

In other words, do you wait until the end of the year, or do you 
attempt to suspend the benefits during the course of the year? 

Mr. Batu. We will suspend the benefits during the course of the 
vear whenever we receive such information as you suggest. And we 
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encourage individuals to report when these conditions do exist. The 
reason for doing this is to prevent, as much as we can, periods where 
the individual is not earning any money and also is not receiving the 
check. 

By and large, it is much better for the individual to have the benefit 
check withheld while he is getting money from his earnings, of course, 
rather than to have it occur later. So we encourage that. 

Unless the individual reports currently, he will be receiving checks 
when he is working, and thereafter when he stops work, checks would 
be withheld to offset the deductions for the period in which he worked. 
And current reports, of course, cut down that situation. 

Mr. Winn. When the 1950 amendments were enacted, bringing 
certain types of self-employment into OASI coverage, what steps, 
if any, were taken to advise beneficiaries that net earnings from cov- 
ered self-employment in excess of $900 yearly would result in benefit 
suspension ? 

Mr. Batu. The steps that we took to notify beneficiaries of the 
changes made by the 1950 amendments that affected the retirement 
test include the following: 

The changes, first of all, that affected the retirement test were the 
change in the exempt amount, and the age 75 exclusion, as well as 
all the coverage extensions, including self-employment. 

What we did was that beneficiaries who were working—those in 
suspense—received a special notice soon after the passage of the law. 
We mailed out a special notice to them. Those who were receiving 
benefits currently received notice by means of an explanation that was 
inserted with the check for November of 1950. Another reminder 
notice was given out with the checks for May of 1951. 

These steps, of course, were the specific information sent right to 
individuals who would be the ones affected by this, and in addition 
to that, we released information through general sources, press re- 
leases, pamphlets, and the like. 

Mr. Winn. Mr. Ball, it is my understanding that where an indi 
vidual having once become a beneficiary subsequently has any earn- 
ings from employment or self-employment, regardless of whether 
these earnings are high enough to result in a benefit suspension, such 
-arnings are subject to FICA taxes. 

Are there any differences in treatment accorded to the self-em- 
ployed person as contrasted with the employed person with respect 
to opportunities for recomputations of benefits, where such recompu- 
tations would result in higher monthly benefits 

Mr. Batu. It is true that the wage earner is given an opportunity 
for a recomputation of his. benefit to include any wages in the two 
quarters before the quarter in which he filed, which is that lag-period 
situation. These wages are omitted from the initial computation of 
a primary insurance amount. The self-employed, being on an annual 
basis, do not have this recomputation for lag quarters. 

Mr. Winn. Will you please outline briefly the practices followed 
in the Bureau with respect to situations where an individual transfers 
the ownership of this business to a close relative or some other person 
under circumstances raising questions as to whether the transfer is 
bona fide services performed, the deduction of such wage payments 

Mr. Baty. Well, Mr. Winn, we attempt to get all the necessary 





724 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 





evidence which will shed light on whether the transfer was a valid 
one, or whether it was invalid and merely an attempt to avoid de- 
ductions. 

Consideration is given to the compliance or noncompliance with 
the formalities necessary to effect the transfer or sale. That is, we 
look at such items as license changes, registration, and so on, the 
notice received and the recognition given by interested third parties, 
such as creditors, and to the change, “if necessary, in the nature of the 
service rendered by the beneficiary before and after the alleged sale 
or transfer. 

Mr. Winn. Do you occasionally encounter situations which indicate 
that a beneficiary may have placed his wife or other close relative 
on a payroll in order to reduce the beneficiary’s net earnings from 
sel f- employme nt? 

Mr. Bauu. I think that that may happen occasionally. 

Unless, however, the wages paid to such relative are in fact for 
bona fide services performed, the reduction of such wage payments 
from net earnings is not a proper expense of the business. 

In any such situation where there was not a payment or bona fide 
service, we would not allow the deduction for work-clause purposes 
in determining the individual’s net earnings from self-employment. 

Mr. Winn. Mr. Chairman, at this time I ask that there be included 
in the record and marked “Exhibit 93,” a table entitled “Estimated 
Number of Persons Covered by Old-Age and Survivors Insurance 
and Amount of Social Security Taxes, by Class of Worker, for Speci- 
fied Age Groups, 1951.” 

I may say that the data on this table were all supplied by the Bu- 
reau to the staff at the request of the staff. 

Chairman Curtis. Without objection, it will be so received and 
marked “Exhibit 93.” 

(The table referred to, marked “Exhibit 93,” follows :) 


EXHIBIT 93 


Taste 59.—Lstimated number of persons covered by old-age and survivors insur- 
ance and amount of social-security taxes, by class of worker, for specified age 
groups, 1951 





Persons (in thousands) Social-security tax contributions 3 
- | (in millions) 
er | | Wage and salary | 
. } employment 
Wageand;  Self- os J OSAERe Soe eee Ten 
Total salary ‘employed Total employed 
Em- Em- 
ployee ployer 
Total, 65 and over 2, 209 1, 881 $124.3 $54. 5 $55. 4 $14.4 
65 to 74 ies 1, 968 1, 686 306 112.7 7 49.6 50.4 12.7 
75 and over ae 241 195 49 11.6 4.9 5.0 1.7 


1 Components do not add to totals because some persons were employed in both classes of employment 
during the year and are shown in both but counted only once in the total. 

2 Includes contributions for State and local government employment paid pursuant to agreements made 
under sec. 218 of the Social Security Act, as well as FICA taxes from other wage and salary employment. 

3’ Employer contributions exceed employee taxes because an employer pays contributions on wages up to 
$3,600 for each employee, whereas an employee pays contributions on wages up to $3,600 regardless of the 
number of employers he has had during the year. 


Source : For data, see appendix I, table 89, p. 1089, 
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Mr. Wrnv. Mr. Ball, these data show, do they not, that in 1951 there 
were 2,209,000 persons, age 65 or over, who either were employed or 
self-employed, and on whose earniags $124,300,000 was paid in social- 
security-tax contributions by themselves, or, if they were employees, 
by their employers. Is that correct ? 

Mr. Baxi. Yes, Mr. Winn. 

Mr. Winn. Of this number by or for whom social-security taxes 
were paid in 1951, how many were aged 75 and over ? 

Mr. Bauw. 241,000, Mr. Winn. 

Mr. Winn. And what were the total social-security taxes paid by or 
for those aged 75 and over? 

Mr. Bax. $11.6 million. 

Mr. Winn. This, then, leaves 1,968,000 persons aged 65 through 74 
who paid, or on whose behalf there was paid, $112,700,000 in social- 
security taxes for 1951. 

While this group would include some persons aged 65 through 74, 
who were drawing benefits while having earnings of $75 or less per 
month, the group would be made up primarily of individuals aged 65 
through 74 who either had not yet attained an insured status or who 
were potentially eligible for benefits but not drawing them, because 
their earnings rendered them currently ineligible. Is this correct 

Mr. Baty. That is, they had not yet attained an insured status. 

I believe that is correct, Mr. Winn. 

Mr. Wry. Incidentally, Mr. Ball, this table of those who are pay- 
ing social-security taxes reflects the 1,200,000 that we talked about 

who were not shown in the earlier tables as having their payments 
withheld, does it not? 

Mr. Batu. That is correct. 

Mr. Winn. This, of course, is for 1951 rather than 1952, so pre- 
sumably the 1,200,000 figure is not exactly correct; but it does in- 
clude the persons who have never applied for social-security benefits 
as well as those persons who have applied and whose benefits have 
been withheld ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. Mr. Chairman, I now ask that there be received in the 
record and marked as “Exhibit 94,” a table entitled: “Estimated 
Number of 1951 Employees and Self-Employed Persons Age 65 and 
Over Who Were ‘Fully Insured’ as of January 1, 1952, But Not in 
Benefit Status, by Age and Number of Quarters of Coverage, 1937-51.” 

The figures in this table were all submitted by the Bureau at the 

request of the staff. 
Chairman Curtis. Without objection, it will be received and 
waned “Exhibit 94.” 
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(The table referred to, marked “Exhibit 94,” follows:) 


ExHisitT 94 


TABLE 60 Estimated number of 1951 employees and self-employed persons age 
65 and over who were “fully insured” as of Jan. 1, 1952, but not in benefit 
status, by ave and number of quarters of coverage, 1937-51" 


Figures in thousands 
Number of quarters of coverage 
Age and s¢ 
Total : aos vr 9-29 30-39 40 or 
tal ) 7 10-1 20-2 dU-dt more 
I i go 29 4 72 76 113 4 
66 238 5 10 23 23 32 147 
( 154 { 7 10 1! 21 100 
197 { 7 ) 10 15 s4 
68 87 ; 7 7 11 
) 7 9 8 8 4 
70 8 2 6 h +t 
7 48 9 } 8 27 
2 34 2 2 2 5 2] 
73 ) 2 2 2 3 3 19 
74 99 l 9 1 1 3 14 
7s 8 2 1 1 ] 
7 > 1 (2 
7 ? 1 ( ( 
8 ) l l 2 1 1 
Estimates were rounded and not adjusted t up totals 
Fewer tha 500 
Nort Asof De 31, 1952, the total number of all persons age 65 and over who were fully insured but not 
: a> Semeneiih - t status was 1.440.000 
source lor data, see appendix I, table 60, page 1077. 


Mr. Winn. Mr. Ball, exhibit 94 shows, does it not, that there were 
893,000 persons as of January 1, 1952, who were age 65 and over, and 
who were fully insured, but for some reason not drawing benefits. 

Mr. Batu. Eight hundred ninety-three thousand, Mr. Winn. Yes, 
sir. These are persons with employment in 1951. 

Mr. Winn. Now, exhibit 94 shows that of the 893,000 persons fully 
insured but not drawing benefits on January 1, 1952, some 554,000 have 
10 or more quarters of coverage, and throughout each of the ages, 65 
through 78, the bulk of such individuals had 40 or more quarters of 
coverage. 

Would you say that these data indicate that the bulk of individuals 
who stay off the benefit rolls after age 65 even though fully insured, 
are persons with reasonably steady employment experience, who con- 
tinue to work after age 65, rather than persons with in-and-out em- 
ployment after age 65? 

Mr. Batt. Yes, Mr. Winn. In the last majority of cases, I think 
that is true. 

Mr. Winn. Now, the special note at the bottom of exhibit 94 shows 
that the total number of persons age 65 and over who were fully in- 
sured but not drawing benefits as of December 31, 1952, was what 
figure ¢ 

Mr. Baxi. One million four hundred forty thousand. 

Mr. Winn. Data have been supplied to the staff by the Bureau of 
Old Age and Survivors Insurance showing that persons age 65 and 
over who were fully insured January 1, 1953, but who had never 
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drawn primary old-age benefits, have since 1936 paid FICA employee 
taxes of approximately $270 million, and self-employment taxes of 
approximately $11 million, while their employers paid another $270 
million on the wages and salaries of such individuals. 

These data will be found in appendix I, table 61, page 1077. 

Mr. Winn. Do these figures represent a proper statement of the 
results of the sample survey on this subject carried on by your Bu- 
reau, Mr. Ball ? 

Mr. Batu. Yes, they do, Mr. Winn. 

Mr. Winn. This means, does it not, that a total of approximately 
$551 million has been paid since 1936 by or on behalf of persons aged 
65 or over on January 1, 1953, who were fully insured and potenti: ally 
eligible for benefits, but who have never drawn old-age primary bene- 
fits under title II? 

Mr. Barz. That is correct. 

Chairman Curtis. Now, does that refer to living individuals? 

Mr. Bau. Yes, sir. 

Mr. Winn. That is, living as of January 1, 1953? 

Mr. Batt. Yes, sir. 

Mr. Winn. In the latter part of your prepared statement, Mr. Ball, 
you volunteered the information that if benefits were payable to all 
eligible persons, regardless of their employment, meaning the elimina- 
tion of the retirement test for eligible persons, and of the ear nings test 
for younger persons, additional expenditures for OASI benefits in 
1954 fiscal year in consequence thereof would have amounted to about 
$1,400 million. 

You said further that in the long run such a change would increase 
the cost of the OASI program by about 15 percent. 

This estimate of additional cost has been made on the basis of 
studies carried out by your Bureau; is that correct ? 

Mr. Batt. Yes, Mr. Winn. These estimates are based on studies 
in this Bureau, and also in Mr. Myer’s office, the actuary in the Social 
Security Administration. 

Mr. Winn. You also indicated that these additional costs by and 
large would be incurred to pay benefits to persons with substantial 
work income and who had not suffered a loss of income. When you 
used the expression “by and large,” you recognized, did you not, that 
at least some part of the additional benefits would go to persons whose 

earnings might fall within an area of between $75 and, say, $125 
monthly ¢ 

Mr. Baux. That is correct, Mr. Winn. 

Mr. Winn. It also must be recognized, must it not, that some aged 
persons, and some younger ones, who do not now work in employment 
or in self- employment probably would engage in such activities if it 
were not for the earnings or retirement test ? 

Mr. Bauu. Yes, I think that is probably true. 

Our experience, though, has tended to show, Mr. Winn, that earn- 
ings from full-time work are so much higher than benefits that the 
retirement test has probably not served as a deterrent for people 
taking full-time jobs. 

In a survey that we concluded for the year 1951, for men, old-age 
beneficiaries who had one or more bande fit sus pated during the 
year, about 90 percent of them had annual wages at least twice the 
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amount of the benefits suspended. So that for the full-time situation, 
I don’t think there are many people otherwise able to work who tend 
to give up those jobs just to get the benefits. 

Chairman Curtis. Are there any questions at this point? 

Again, I want to read excerpts from three letters on this matter of 
the retirement test. 

I do so realizing that the letter itself might not carry all of the 
pertinent information, and therefore it is not in any sense censuring 
the administrative employees in relation to these particular cases but 
is to point up some of the problems that the people back home face. 

In a letter dated April 25, 1953, from a resident of Shubuta, Miss., 
addressed to me, the writer said, and I quote: 


February 1950, at age 65, I qualified for $69 monthly, based on contributions to 
the fund continuously since 1987. Then in 3 years, my wife reached 65, and 
would draw $33 a month. My occupation for 45 years was banking, and I was 
definitely assured that I could retire and operate my own insurance agency and 
earn any amount of money without peril to my benefits. This assurance was a 
pertinent factor in my retirement. Otherwise I would not have given up my 
former work. 

In just 11 months, I was notified that income from an insurance agency has 
been included as a participation, and my benefits stopped as long as I made $75 
from that source. This was enacting an ex post facto law and is altogether 
unfair and unconstitutional. If my occupation was exempt at the time I qualified 
for benefits, no subsequent law should be permitted to change this status. 

I have in mind a 65-year-old man who contributed $121.50 covering 6 quarters 
only in 1951 and 1952, and in 1953 was awarded $161.80 monthly for himself, 
young wife, and 3 children. This figure is a windfall of enormous proportions. 
He takes up cattle farming, and he can get his unlimited money from that source 
without losing benefits. He gets on the gravy train. I am put off. 


Another letter addressed to me, dated February 24, 1953, from a 
resident of Gold Beach, Oreg., and I quote: 


I am only a small-business man. However, I paid into the social security for 
over 10 years, when I owned and operated an abstract and title insurance busi- 
ness here. Since I am now past 68 years old, I thought I would be entitled to my 
social-security payments, but just about the time I was ready to apply for my 
return somebody changed the law, and they said to me in the Portland office of 
social security, “Oh, you had just as well kiss it goodby. When you’re 75 you 
can apply for an old-age pension.” 

Now, that does not set very well for a citizen who has always paid his own 
way and hoped that he had things well lined out to carry him along in his older 
years. I carried on my part the same as thousands of others. Then we are let 
down in a way that does not seem right. 

Here in my community I know a party who had a store, sold out not long 
before he was 65 years old, and then took up farming, and he gets his check 
every month, because they pay to farmers. 


Then I want to quote from another letter. 

This one was dated August 5, 1953, from an attorney who was a 
resident of New York, to the Honorable Frederic Coudert, Representa- 
tive in Congress from the 17th Congressional District of New York, 
and I quote: 


A case has come to my attention which I believe highlights an inequity in the 
social-security law which should be corrected. Our client is a widow 70 years 
old and works for a hospital as a receptionist at $48 a week. She was receiving 
secondary social-security benefits by reason of her husband’s death, in addition 
to her salary, since hospital workers until 1951 were not covered by the social- 
security law. In 1951 hospital workers were given the option of being covered 
by the social-security law. Mrs. ———— exercised this option. She was in no 
way warned what the consequences of her action would be. She was not 
informed that as a result of the exercise of this option she would no longer 
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receive the secondary benefits. She now finds that, although she has the same 
job she previously had at the same salary, and although she is receiving no 
direct social-security benefits, because she is still working and under 75, she 
nevertheless is not entitled to any secondary benefits. The law provides for 
revocation of the option to be covered within 30 days. Mrs. — did not 
revoke her option, because she was neither aware of the consequences nor the 
provisions entitling her to revocation. She was informed that this situation 
is not an isolated one. The purpose of the 1950 amendment to the social-security 
law was to broaden its benefits and to provide additional security for individuals 
in their late years. In this case, without realizing that she was not entitled to 
secondary benefits, she retained the social-security benefits which were mailed 
to her for a period of 24 months, and she is now called upon to repay these 
benefits totaling $1,022. 





I also want to briefly read from a letter dated February 6, 1953, 
from a resident of Detroit, Mich, to the Honorable Harold C. Oster- 
tag, Representative in Congress from the 39th Congressional District 
of New York, and I quote: 


A 72-year-old carpenter of Ypsilanti, Mich., worked at remodeling, earning 
over his stipulated limit of $50 at the time. T he reason he earned over $50 was 
because he accepted his noon meal, which he did not know was figured in his 
wages. Consequently, the Social Security Board fined him 3 months’ entire pay- 
ments for 3 months. 


Now, again I say, I insert these in the record not to question the 
administrative rulings there, and realizing that not all facts can be 
carried into a letter. But I cite them here as problems that do arise 
among our older citizens in this connection. 

Mr. Batu. Mr. Chairman, could we have the privilege that you ac- 
corded us earlier, of commenting on these letters in the record if there 
are pertinent comments to be made? 

Chairman Curtis. We would be glad to have you do that. 

You say “in the record” 


Mr. Bau. Yes. 


Note.—The Bureau of Old Age and Survivors Insurance offers the follow- 
ing comment about the case relating to the hospital worker: The act provides 
that certain nonprofit organizations exempt from income tax may come under 
the system upon filing a waiver of exemption with the Director of Internal Reve- 
nue and a listing of employees that have elected to be covered. Very early in 
the administration of this provision it was decided that it would be the role of 
the Bureau to provide explanations of the provision to be available to organi- 
zations and individuals interested in coverage and to respond to specific in- 
quiries as requested. However, it was felt not appropriate to enter into the 
decisions of organizations or individuals. 

In some cases, even though a benefit is already payable, the credit may in- 
crease the benefit. If the individual is eligible as a dependent the credit may 
create benefit rights on such individual’s own account of a higher amount than 
the dependent’s benefit and with advantages over the dependent’s benefit. In 
this particular case it would seem that the amount of the benefit in the woman’s 
own right would be materially greater than the dependent’s benefit and would 
of course have the advantage also of a possible lump sum upon her death. 

Nore.—The Bureau offers the following comment about the case involving 
the carpenter: From information available it has not as yet been possible to 
identify the particular case. Further efforts at identification are being made. 
Upon identification of the case, and on the basis of the facts as stated in the 
letter—with a showing that the $50 earnings limitation was exceeded because 
of the meal and that it was not realized the value of the meal would count as 
wages—the deduction action would be rescinded. 


Chairman Curtis. Of course, this is a continuing problem. 

If title II is extended to more people, these questions will arise 
again. And they may arise with some requests for a refund, such as 
this one that mentioned that they were asked to put back $1,022. 























730 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


Any question at this time? 
Mr. Coorrr. Do you have any comments occurring to you at this 
time with respect to these cases here? 
Chairman Curtis. If you do have, we would like to hear you. 
Mr. Baxi. Mr. Chairman, if it is acceptable, 1 would like to have an 
opportunity to read the letters, and if possible to consult the file on the 
individual case, where the name is there. 
I don’t know whether they are there in all instances. I don’t be- 
lieve so. 
Chairman Curtis. Any further question ? 
If not, the committee will stand adjourned until 10 o’clock to- 
morrow morning. 
And we thank you very much, Mr. Ball and Mr. Packer and Mr. 
Bartlett. 
Mr. Bari. Thank you. 
(Whereupon, at 4: 10 p. m., the hearing was recessed until 10 a. m., 
Tuesday, November 24, 1953.) 
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TUESDAY, NOVEMBER 24, 1953 


House or REpresENTATIVES, 
SvBCcOMMITTEE ON SoctaL SEcURITY, OF THE 
ComMiTrer ON Ways anp MEans, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, Hon. Carl T. 
Curtis, chairman of the subcommittee, presiding. 

Present : Representatives Curtis, Goodwin, and Baker. 

Present also: Representative Eberharter. 

Subcommittee staff members present: Robert H. Winn, chief 
counsel; Karl T. Schlotterbeck, staff director; George R. Leighton, 
editor and consultant; Rita R. Campbell, economist ; j ames E. Finke, 
Howard Friend, Government research analysts; Wallace M. Smith, 
attorney ; Eileen R. Brown, clerk; present also Russel E. Train, clerk, 
and Leo H. Irwin, minority adviser, Committee on Ways and Means. 

Chairman Curtis. The committee will come to order. Will Mr. 
Bates come forward and take one of these seats right here? 

You are Mr. Sanford Bates, of Trenton, N. J.? 


STATEMENT OF SANFORD BATES, COMMISSIONER OF INSTITUTIONS 
AND AGENCIES, STATE OF NEW JERSEY 


Mr. Bates. Yes, Mr. Chairman. 

Chairman Curtis. And what is your official title in New Jersey ? 

Mr. Bates. I am the commissioner of the department of institutions 
and agencies. 

Chairman Curtis. Mr. Bates, we are delighted to have you here. I 
also want to thank you for the assistance you have given to us and to 
the staff in these studies that are being made. We are glad to havea 
witness from the State of New Jersey. We have on the full committee 
on Ways and Means Mr. Robert Kean, of your State of New Jersey. 
He is not on the subcommittee, but he is one of the distinguished and 
influential members of the full committee. We are delighted to have 
your testimony and you may proceed. 

Mr. Goopwin. Mr. Chairman, may I have one word at this point? 

Chairman Curtis. You may. 

Mr. Goopwrn. I think the committee ought to know that Dr. Bates, 
in common with many other illustrious Americans who are given a lot 
of space in Who’s Who in America, although now identified as coming 
from the Garden State of New Jersey, got his start as a representative 
and later as a senator in the Massachusetts legislature. 

Chairman Curtis. We are delighted to have that information. We 
just continue to hear good things about you. 
38458—54—pt. 5——5 731 
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Mr. Bares. My start was accelerated because I was a colleague of 
the honorable Senator from Melrose, Mr. Angier Goodwin. 

Mr. Wriyn. Dr. Bates, tell us something about your background in 
social work, will you please, sir? 

Mr. Bares. I was trained as a lawyer, got my LL. B. and LL. D. 
from Northeastern University, and I have done some teaching in the 
School of Social Work in New York, and also in Columbia Teachers 
College and New York University. Do you want a rundown of my 
positions in the social-work field ? 

Mr. Winn. Yes, I think so, doctor. 

Mr. Bares. I was commissioner of correction in the State of Massa- 
chusetts for 9 years. I was then director of the Federal Bureau 
of Prisons for 8 years. I left there to become executive director of 
the Boys’ Clubs of America for 4 years and then parole commissioner 
for the State of New York for 4 years. It is from there that I went to 
New Jersey in 1945 where I have been since. 

I was formely vice president of the National Conference of Social 
Work, formerly president of the Washington Council of Social Agen- 
cies, formerly vice president of the Massachusetts State Conference 
ef Social Work, member of the board of trustees of the New Jersey 
Welfare Council, member of the board of trustees of the National Pro- 
bation and Parole Association, formerly president of the American 
Prison Association, formerly president of the American Parole Asso- 
ciation, and at its close was president of the International Penal and 
Penitentiary Commission. I am a member of the policy committee 
of the American Public Welfare Association, former member of the 
board of directors of that organization, formerly president of the New 
Jersey chapter of the American Society of Public Administration, 
fellow of the American Association on Mental Deficiency, member of 
the American Association of Social Workers, president of the Federal 
Prison Industries, Inc., and I am now on a special committee of the 
American Law Institute working on a recodification of the criminal 
law. 

Mr. Wixn. Your position as Commissioner of the department of in- 
stitutions and agencies for the State of New Jersey means that you are 
the administrator of the public welfare programs in that State? 

Mr. Bares. Yes. I have the oversight of 22 of the State public insti- 
tutions and the oversight of the extramural welfare activities, old-age 
assistance, aid to the blind, aid to the children, and aid to totally and 
permanently disabled and all the general welfare functions that would 
usually come under a State welfare department. 

Mr. Winn. The last 4 that you mentioned are the 4 categorical- 
assistance programs which are administered by the State of New 
Jersey under the matching formulas of the social-security law, is that 
correct ¢ 

Mr. Bares. That is correct. We also supervise the administration 
of general assistance by the municipalities, of which there is no match- 
ing, of course. 

Mr. Winn. The general assistance is a State function so far as the 
administration and the financial ends are concerned? You get no 
Federal money for your general assistance program ¢ 

Mr. Bares. The State has oversight of the municipal welfare and 
makes a contribution of varying percentages to the towns. 
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Mr. Winn. Doctor, what under the laws of New Jersey are the 
vested rights to public assistance, if any, of needy persons over 65? 

Mr. Bares. The laws of our State do not use the word “right.” 
The old-age assistance law, as I will quote it later, refers to the obliga- 
tion of the State to pay under certain circumstances and the ADC law 
prescribes the manner in which a person may apply and circumstances 
under which aid shall be given. However, the word “right” does not 
appear in the statutes and if I understand the meaning of the words 
“vested right” I do not think that is conferred by statute and I do not 
think a recipient has a vested right as I understand it as a legal term. 

In fact, 1 do not think that the statutes conferred vested rights 
on people any more than they had before 1935. 

Chairman Curtis. Doctor, give us just a brief, more or less non- 
technical, definition of what you consider a vested right? 

Mr. Bares. A right vested, as I understand it, is when it becomes 
the exclusive and inalienable property of the holder. I did not copy 
that decision out of anywhere. 

Chairman Curtis. I understand. It is a right that is inalienable 
and no one can take it away from you; is that right? 

Mr. Bates. Yes. Of course, I do not construe the opportunity of a 
person to apply for assistance as a right and much less a vested right. 
After he gets the money and puts it in his pocket he has a right to 
keep it, but to say that he has a vested right to get money I think is 
just a misuse of words. 

Chairman Curtis. And he has a statutory right to apply and to be 
treated in his application like others are treated, a statutory right? 

Mr. Bares. Yes. He has the right to think the way he wants to, 
and to go to the church of his choosing, and to be unmolested in his 
freedom, and the right to walk into a welfare office and nobody can 
stop him. But whether or not the welfare office gives him money 
is a matter of duty on the part of the welfare office rather than a right 
on the part of the applicant. That is just my viewpoint. 

Mr. Winn. I believe you testified that that situation which ob- 
tains in New Jersey today is the same which obtained prior to 1935 
so far as rights and vested rights are concerned ? 

Mr. Bares. I would say so; yes. 

Mr. Winn. In other words, then, Dr. Bates, old-age assistance and 
aid to dependent children in New Jersey under the State plans ap- 
proved by the Department of Health, Education, and Welfare, pur- 
suant to title I and the title having to do with aid to dependent chil- 
dren of the Social Security Act, is still an act of charity, still a pure 
form of relief; is that correct ¢ 

Mr. Bates. We do not refer to it as an act of charity or a pure form 
of relief. On the other hand, we do not hand out assistance to every 
person who claims to be in need. Assistance might be said to be a 
recognition of the fact that to some extent society is responsible for 
the misfortunes of some of its members, and for its own good as well 
as for the welfare of the recipient—in other words, for the welfare 
of the recipient and for the welfare of all—it is necessary to extend an 
amount of aid. That, as I take it, is a duty upon society, rather than 
a right of the recipient. 

Mr. Winn. Doctor, in the September 1945 Survey Graphic, in an 
article by the then Chairman of the Social Security Board entitled 
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“Ten Years of Social Security,” we find the following statement and 
I quote: 

We say that social-insurance benefits are paid as a matter of right. What does 
this mean’ We are really talking about rights enforceable through due process 
of law, but while these rights presume definite procedure to all for benefits, the 
benefits themselves may be conditioned on many things. The Federal Social 
Security Act provides two kinds of programs: Public assistance and social insur- 
ance. In the one rights are conditioned on need; in the other on wage loss. 
Yet they are of the same kind, although people sometimes hold that those arising 
out of contributions paid by a person or on his behalf are the more valid. I do 
rot believe that such a distinction can be made. 

That is the end of the quotation. In New Jersey would you say that 
old-age assistance payments are made as a matter of right ? 

Mr. Bares. I will explain my belief on that. I might say that again 
it may be the question of the use of words, but I cannot follow the 
assumption that there is no difference between an insurance payment 
and an assistance payment. I think there is a difference. We cer- 
tainly do not say in New Jersey that the OAA part of social security 
is a matter of right, that is, an absolute and constitutional right. 
Therefore, I do not agree with some of the inferences in that state- 
ment. I think the right to participate in an insurance plan confers 
a right eventually. Once the contributor has paid his money, he has 
certainly more of a substantial and enforceable right than he has to 
goandask for OAA. To that extent, if I got your question correctly, 
I would give that interpretation. Our zeal to help the unfortunates 
should not be carried to the extent that we overlook the thrifty, and 
it seems to me the premium should be put upon a man providing at 
least in part for his own future rather than wasting his substance 
and relying upon a gift from the Government later on. 

Mr. Winn. In an article in the November 1946 issue of Public 
Welfare, a publication of the American Public Welfare Association, 
the then Chairman of the Social Security Board said, and again I 
quote: 

Under the Social Security Act public assistance is paid as a matter of right, 
even though it is based on a showing of need. 

As applied to your State I gather that you do not agree with that 
statement? Is that correct ? 

Mr. Bares. I have here, Mr. Chairman, the text of our law and I, 
yerhaps, can read it if you would like to have me do it, which would 
c the best answer I could give to that question. This merely says: 


Old-age assistance shall be granted under this chapter to any person who— 


and then there are 6 conditions—he must have attained the age of 
65 years, that he lacks adequate support, is unable to support himself, 
is without parents, spouse, children, and grandchildren able to support 
him, and without other persons able and willing to support him. 

Then there are certain provisions as to citizenship nt residence and 
that he must not be an institution case, that he has not made a volun- 
tary assignment or transfer of property for the purpose of qualifying 
for such assistance or for the purpose of evading responsibility under 
certain sections of this title. 


If found after due investigation by the county welfare board to be in need, 
he shall be eligible for assistance under this chapter. 
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To answer specifically the question that you have just asked, I can- 
not again as a matter of words agree that these provisions set up a 
vested right in the applicant to have a certain amount of money. I 
agree with the statement to the extent that public assistance is paid 
on a showing of need, but I do not like to confuse the conception of 
what is a fundamental right with the notion of eligibility as provided 
for in our statute under which, provided certain conditions are ob- 
tained, people can be given assistance. I think a fundamental right 
is something that exists in spite of conditions. I have enumerated 
some of the fundamental rights. Occasionally I hear it said that 
people have the right to asistance in the same manner as they have a 
right to education. I do not see how anybody has a right to an educa- 
tion. He has an opportunity to go to school free. He has an oppor- 
tunity to absorb what knowledge he can, but nobody can give him an 
education unless he takes advantage of this opportunity. 

I feel the same way in a sense about the need for assistance, that 
it depends upon need and it does not depend upon the fact that it 
is an inalienable right. 

Mr. Wryn. On April 20, 1948, the then Federal Commissioner of 
Social Security in an address before the National Conference of Social 
Work at Atlantic City, N. J., said, and I quote: 


To my mind there are four fundamental principles incorporated in the public- 
assistance titles of the Social Security Act which grew out of the experience of 
social workers and which social workers had been advocating prior to the passage 
of the Social Security Act. They are: (1) public assistance as a matter of 
right; (2) a fair hearing to persons denied assistance; (3) the confidential 
character of information about applicants and recipients; (4) the unrestricted 
eash assistance payment. These principles today are so familiar to us that we 
are sometimes too prone to take them for granted. However, as we have dis- 
covered recently, they require affirmation and interpretation by social workers 
in order that the public generally may appreciate their full value and significance. 
The Social Security Act requires that these provisions, among others, must be 
incorporated into State plans as a basis for receipt of Federal funds. 


I gather from what you have said, Doctor, that public assistance 
as a matter of right is not one of the provisions of the State plan of 
New Jersey ; is that correct? 

Mr. Bares. I have read you what is in those provisions. I do not 
say that another construction could not be put upon that language 
which might be construed as a qualified or conditional right. My own 
philosophy—and that is what I am giving you today, if I may—is 
that it is a sounder and more wholesome approach to the problem not 
to teach the public that everyone has a right to assistance whether he 
fills these conditions or not. 

To that extent, of course, I do not agree with (1). So far as (2) 
goes, I agree that there should be an opportunity to the applicant to 
take an appeal. We call them fair hearings. Just to get the feel of 
it I have sat in on a few fair hearings myself. I think it is important 
that an applicant have an appeal from a local board who might be 
penne against him and go to the top of the department on a fair 

earing basis. While we have remarkably few appeals compared to 
most States, I thoroughly believe that an applicant should be ciearly 
advised that he has a right to appeal and we advise him in writing. 
We hand him a little statement with every application stating that if 
he is dissatisfied with the award or the amount he can appeal to the 
head of the department. 
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So far as (3) goes—that is the confidenti: ality—I believe in the pro- 
tection of the confidenti: ality of records with this one proviso: If fraud 
or venality is charged, certainly a welfare commissioner cannot with- 
hold the records from a prosecutor, or from a legislative committee, or 
from a duly qualified inquiring a But I do not believe it is in the 
public interest to publish lists of persons on relief. A great many of 
them are there not because of their own fault and I see no particular 
good to be gained. Some people feel that they might be shamed into 
staying off the rolls, but I am not so sure but what any good that would 
come that way might be offset by certain people being tempted to join 
the rolls. If they see somebody down the street who is getting relief 
they might say “Why shouldn't I get it?” So that I go along with 
the confidentiality of records to achieve, I think, what is the purpose 
of the Federal Bureau, but I would not make it an absolute rule. 

With reference to the fourth, I think there you have a question that 
is subsidiary to the one as to whether public assistance is a right. If 
it is a right, then the man is entitled to have it paid in cash. Asa 
matter of fact, we know that if we pay some people in cash the full 
amount of their grant, the doctor who tends them may not get his 
money. I make no reflections upon the general character of our re- 
cipients, but m: ny of them are careless and some of them are tempted 
or probably they might not be on the relief rolls, and there is a strong 
feeling in our State that the welfare office should have the right to 
determine whether it is for the benefit of the recipient to have cash 
or whether some other method is safer. 

Right now we have been testing out the question with our munici- 
pal welfare people. I feel concern for the woman who has to take a 
grocery order and go into a store and place it in the grocer’s Soaas 
and then everytime she comes in be known as a welfare recipient. 
However, I do not think it is a matter which can be laid down as a 
public policy with no departure. Wherever you have confidence in 
the welfare recipient give him cash and if you think it is not safe, 
the local administrator should have the right to give him coupons or 
an order or something of that kind. There, as I say, I think is a good 
illustration of the importance of this basic philosophy as to whether 
it is a right or whether you are trying to help a fellow out in his ex- 
tremities. 

Mr. Winn. Have you found, as was said in the last speech which 
was quoted that it required “constant affirmation and interpretation 
by social workers in order that the public generally may appreciate” 
that public assistance is a matter of right ? 

Mr. Bares. I have had a high admiration for the Bureau here in 
Washington. I think they are thoroughly honest and conscientious 
people. I think they have stood fast with the principle of the merit 
system in welfare and that alone is a tremendous contribution and 
every social worker and every administrator appreciates that. 

The point at which I differ with them, as you can see, is on a matter 
of fundamental ere. If I and my colleagues happen to differ 
in matters of philosophy, I do not think that the Federal Bureau has 
a right to put pressure on us to conform to their particular philosophy. 
That is about the only way I could answer that question, Mr. Chair- 
man. 

If it is a question of conserv ing the public money, if it is a question 
of the manner in which it is to be used, if it is a matter of formula 
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throughout the country, then that is a legitimate function of the 
Federal Bureau. But to set up abstract philosophies like the client 
is always right, or the client must always be paid in cash, or it is his 
right and you must convince the people that it is his right, I think the 
State ought to have a right to decide questions of philosophy for 
itself. 

Mr. Winn. On October 4, 1937, the then Chairman of the Social 
Security Board in an address before the National Association of 
Mutual Insurance Companies at Grand Rapids, Mich., said: 

Public assistance on the basis of need will continue in the future to provide for 
those who find themselves without means of self support in old age and though 
the proportion of old people who will need this kind of assistance should be 
reduced as the insurance program gets into full swing, this program will remain 
a substantial charge upon the entire taxpaying population for a long time to come, 

Have you found in New Jersey that the increasing number of people 
receiving old age and survivors insurance benefits has resulted in any 
reduction in the total expenditures for old-age assistance ? 

Mr. Bares. The reduction in the total expenditures has been slight, 
but it has not been as marked as the reduction in caseloads on old-age 
assistance because we have a very intricate and very complicated 
budget-making system. It is contained in this book which I have in 
my hand. It has complete instructions as to how to make up an 
individual’s budget, dependent upon his family station, whether he 
has a room, and so forth and so on. In order to properly carry out 
the provisions of that budget manual, we have had to raise grants as 
the cost of living has gone up and that increase, plus the increase in the 
hospital care of many of these elder people, has to some extent, not 
entirely, offset the gains that we would have had made in the reduction 
of caseload. 

For example, my figures here indicate that during the fiscal year 
ending 1951—that was after the last amendment to OASI—we closed 
785 cases by reason solely of OASI, that is, either due to the increase in 
the amount of allowances under OASI, or they were new-start cases, 
and in addition to that 3,800 grants, which is about 15 percent, were 

reduced substantially because we checked in ever y case on the increased 
amount of OASI that went to the recipients and we did that promptly. 

We did that in July and August of 1950. The result is that while in 
December 1950 we had 24,095 on OAA and 561 recipients of OASI 
per 100 recipients of OAA, in 1953 we had 21,000 or a reduction of 
3,000 in OAA, and 849 on OAST per 100 on OAA. That percentage of 
recipients of OASI as against OAA is the highest of any State in 
the country today, I am informed, so that my answer is “yes”, that we 
have found, and I do not see how we could have found any difficulty, 

if we conscientiously administer the welfare laws, with this increase in 
coverage and almost doubling of the benefits, an immediate reduction 
in OAA payments. 

Mr. Winn. At a hearing before the Ways and Means Committee of 
the House of Representatives on January "24, 1935 5, 74th Congress, 1st 
session, having to do with H. R. 4120, the Economic Security Act, 
Mr. Latimer, of the Railroad Retirement Bo: ard, testified as follows 
and I quote: 

Under a situation where the problem of old-age dependency is less acute 


than it now is, and particularly in the initial stages of legislation of this type, 
a grant of pensions conditional upon a means test may be satisfactory. If, 
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however, the attempt were made to extend this type of system to substantially 
the whole of the aged population as the permanent exclusive form of old-age 
security, great difficulties arise. 

First, the means test would not be a permanent deterrent to making appli- 
cation for the pensions, claiming the benefits would tend to become the cus- 
tomary practice. This is clearly shown by the experience of other countries 
under noncontributory old-age pension systems. 

What can you tell us, Dr. Bates, as to the accuracy of Mr. Latimer’s 
statement in the light of the last 18 years under old-age assistance? 

Mr. Bares. That question verges right on the final part of the 
previous question. That indication by the man you quoted in the 
previous question. That this program is in full swing and it is going 
on indefinitely and the taxpaying public might just as well get used 
to it, I just cannot accept that pessimistic viewpoint. I think with 
the full development of not the pension system, but with the full 
development of a contributory insurance system we ought to look 
forward to a dwindling program in the assistance and if ‘T remember 
correctly—I was here in Washington in 1935 and 1936—the people 
who originated the Social Security System regarded OASI as the 
fundamental and permanent part of the system and when that sys- 
tem got going they had high hopes that these other temporary stop- 

gaps might be eliminated. The astonishing thing of it is, while OAST 
has been increased in cover "age and to some extent, although not suf- 
ficiently, as to payments, O: A A has not gone down, but is going up 
and up, to where just last year our national figures indicate that 
the number of persons on old-age assistance went up from 1.1 million 
in 1936 to 2.7 million in 1951. There was a slight decline in 1952 
and I have not got 1953 figures here, but you undoubtedly have that 
figure. 

Also bearing on this question as to whether this system is here to 
stay, we had 12 or 13 million unemployed when social security started 
and we have a million six une mployed today according to the figures 
Ihave seen. It seems to me that there is something that we have over- 
looked somewhere in the system if we had more employment and more 
OASI and still cannot materially reduce the rolls on OAA, so I would 
like to make that qualification as to this statement about this is going 
to remain a substantial charge on the entire taxpaying population for 
a long time to come. Whether it is or whether it is not, I think we 
have to develop a philosophy of thinking wherein sometime or other 
we may know enough to set up a sy stem that does not depend upon 
keeping a large number of our people on relief. 

So far as Mr. Latimer goes, I can only say that I think it must 
follow from what I have said that I would be opposed to a noncon- 
tributory pension system. It seems to me that would leave things 
just about where they are. The needy would be no better off than 
they were before and even the carefully thought-out system advanced 
by the Chamber of Commerce seems to me to leave something to be 
desired. By the way, our mutual friend, Congressman Robert W. 
Kean, told me I could say that to the committee. 

I believe that contributory insurance is a typical American method 
of providing against the hazards of life. If old age and disability 
and sickness were guarded against in this manner the whole a 
could be carried on without sacrificing dignity or self- respect. When 
a man gets to be 65 he would not be in the position of a mendicant, 
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but he could go and collect his insurance with a feeling that it merely 
belongs to him. 

I do not think I can contribute much of anything else on the Latimer 
speech. 

Mr. Wrxn. In December 1951, the then commissioner of the Social 
Security Administration at a luncheon meeting of the National Social 
Welfare Assembly at the Hotel New Yorker in New York City said: 

At one time not so long ago our concept of social welfare included almost 
exclusively relief and service to the underprivileged and the disadvantaged. 
Our concept was based upon the spirit of noblesse oblige. Our attention was 
focused upon the needs of the specific individual, rather than upon the social 
institutions, the presence or absence of which affected the needs of individuals. 
Social welfare was thought of largely in terms of adjusting the individual to his 
environment, rather than in terms of bringing environmental forces into play 
to assist the individual. 

As a trained social worker will you discuss the last sentence of that 
statement in connection with old-age assistance, Doctor ? 

Mr. Bates, If I understand it, I do not have much quarrel with 
that statement. I think most of us believe that certain people are 
victims of environment and that it is a little harder for a man to 
succeed in life if he is born in a slum than if he is born in a more 
favorable environment. I also believe that under our American way 
of life it is possible and it has been demonstrated that men can live 
in a very inferior environment and still rise above it. I think good 
social work means not to meke a man satisfied with his inferior 
environment, but either to get him out of it or to make him recon- 
ciled to it, or improve, as we have been doing tremendously in the 
last few years, the environment itself. If that is what the statement 
means, I concur with it. 

Mr. Winn. In August 1945, Doctor, the chairman of the Social 
Security Board in an article entitled “The First Decade in Social 
Security” printed in the Social Security Bulletin, said: 

The more we learn about the conditions that cause need or are associated 
with need, the more impossible it becomes to draw the old distinction between 
the worthy and the unworthy poor. Our way of assistance will always seem 
somewhat of a stigma to most people who receive it, because in a money economy 
there is a sense of personal failure and limitation in not having enough to live 
on. But as communities fully recognize the right to assistance on the part of 
persons who lack what is necessary for a minimum level of decent human 
existence, they will help to wipe out the conditions that make for hopelessness 
and lack of thrift and tend to perpetuate dependency. 

As a trained social worker who has been in social work for some 
35 years, do you agree with what that statement so dogmatically 
asserts, Doctor ? 

Mr. Bares. I like the last sentence of it. I certainly would like 
to help wipe out conditions that make for hopelessness and lack of 
thrift and tend to perpetuate dependency, but I find it awfully hard 
to agree with the conclusion that there is no difference between a non- 
worthy person and a worthy person. I have been in touch with a 
good many different kinds of people over the years. I do not see 
how it is possible to eliminate the difference between the worthy and 
unworthy in welfare any more than it is possible to eliminate the 
difference in any other field of activity. I will admit that it sounds 
pretty smug to be talking about the worthy poor and oftentimes it is 
used as an excuse for people who do not want to contribute to private 
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charity, and so it may seem fashionable and it way seem liberal to try 
to abolish the differentiation between worthy and unworthy, but I 
do not see how we can overlook the fact that certain people are more 
virtuous than others. 

I will admit that the more we learn about environmental conditions 
and physical and mental equipment of our fellow citizens, the more 
sympathy we should have for their plight, but to c ompletely eliminate 
any distinction between worthy and unworthy is itself an unworthy 
attitude. 

Victims of accident, or those who have lost their substance by an 
industrial cataclysm over whee h they had no control are entitled to our 
sympathy and support but for the reason only of removing what is 
called a stigma by giving aid is not necessary and not in the public 
interest. It would be a mistake, it seems to me, to inculcate a philos- 
ophy that it is just as worthy in a person to have public money given 
to him which he has not earned as it would be to completely neglect 
his plight altogether. T: ake our own statute. It, to a degree, recog- 
nizes this distinction when it says, “Is unable to support himself.” 
Supposing that the welfare office determines that he is able to support 
himself. Are they not forced to make a distinction between whether 
he is worthy or whether he is unworthy. Our statute also, you will 
remember, provides that if a man deliberately conveys his property 
for the purpose of becoming eligible for welfare he cannot get it. 
What has become of his inherent right in the face of that statute? 
What has become of the insistence by the writer of this article that 
there is no difference between nae and unworthy. Ifa man is in 
want he cannot be permitted to s arve. He may turn out to be an 
institution case. He may turn 2 to be an offender, but to say that 
welfare must be given to people irrespective of whether they are vir- 
tuous or vicious does not seem to me to make much sense. 

After all, the diligent and the industrious will inevitably be dis- 
tinguished in our communities from the unworthy. 

It is curious that a man feels in some cases so differently toward 
public relief than he does toward private relief and I see no reason 
why philosophies should be inculeated that because this is public 
money, therefore the man should have it as a right. It comes from 
somebody. It may not come from a well-meaning individual, but it 
comes from somebody, and I call to mind the statement of a smart 
English lady who came over here and said that she heard one of her 
neighbors complaining about a certain expenditure and who said, 
“Well, why does not the public pay it? Why do they have to take it 
out of the taxpayers?” 

There is a feeling among some of us that because it is public money 
it is something for you to get. In other words, it seems to me that 
there must be read into every statute of eligibility that an applicant 
must come with clean hands, he must be conscientious, he must have 
used his own resources, he must have shown the reason why he is needy 
and unable to work, and any right that he has should be controlled 
by all of these considerations. Whether you call this maintaining a 
distinction between worthy and unworthy is unimportant, but the dis- 
tinction will have to be made. 

Our sympathy for the needy, even for those who may bring mis- 
fortune upon themselves, cannot, it seems to me, wash out the fact that 
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poor people can be virtuous or they can be vicious and deserving of 
punishment, no less than those that are well-to-do. The application 
of this principle should be so wisely undertaken that no one should 
starve or be neglected, but unless the welfare office can distinguish 
between the worthy and unworthy, advantages will be taken of relief 
and assistance laws and we will not be making progress toward their 
elimination. 

I hope the answers are not all as long as that one. 

Mr. Esernarrer. Mr. Chairman, I would like to ask a question. 

Chairman Curtis. Mr. Eberharter, of Pennsylvania. 

Mr. Everuarrer. Mr. Bates, in answer to a question propounded 
by counsel you read into the record quite a lengthy answer and there- 
fore several terms you used in order to make distinctions. ‘The last 
word that I immediately recall to my mind that you used is “vicious.” 

Would you say a vicious person is an unworthy person or would 
you say heisa worthy person? I just want to get your understanding 
of the difference between worthy and unworthy if I can just get a 
little elucidation from you. 

Mr. Barrs. You can do a lot of tricks with words, Mr. Congressman. 

Mr. Esernarter. Exactly, and that is the point 1 want to bring 
out. Will you answer that question, Mr. Bates, as to whether you 
think a vicious person is a worthy person or an unworthy person ¢ 

Mr. Bares. I would say that a man who is proved to be a vicious 
person, who is defrauding the public in the matter of relief, is not a 
worthy person. 

Mr. Esernarrer. An unworthy person, in other words. 

Mr. Bares. Yes. 

Mr. Exernarrer. Would you say a person that comes asking for 
relief with unclean hands is a worthy person or unworthy person ? 

Mr. Bares. I would say he was not a worthy person. 

Mr. Esernarrer. With unclean hands? 

Mr. Bates. Well, that depends. Unclean hands is a legal term that 
I borrowed from the law which is used to indicate whether a person 
has done all he can in a situation before he asks the remedy from 
someone else. If the man definitely comes with unclean hands, if 
he comes having made an improper conveyance of his property and 
with the intention to defraud the public, if in case of a deserting parent 
he has deliberately deserted his children for the purpose of collecting 
welfare, [ would say that he had unclean hands and that he ought to 
be made to go to work and fulfill his obligations. 

Mr. Exernarter. In other words, then he is unworthy ? 

Mr. Bares. Yes; I would say_so. 

Mr. Esernarter. All right. In other words, as to a person that 
is not eligible for relief and a person that is eligible for relief, there 
is a difference between them, when it comes to those worthy of receiv- 
ing assistance and those unworthy of receiving assistance. 

Mr. Bares. I do not know that I would phrase it just that way, Mr. 
Congressman. I was asked to comment on a statement which abolished 
or sought to abolish a distinction between worthy and unworthy. 

Mr. Esernarter. That is what I am trying to clarify, Mr. Bates. 

Mr. Bares. I am just giving it as my opinion, that while we may 
be obliged to or we may feel it a duty to support many people whose 
habits are not like ours, to say as a dogmatic rule that we should not 
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withhold welfare from any person no matter how unworthy, is not 
a safe rule. 

Mr. Esernarrer. I am delighted to have heard you say that. Would 
you say that a person who is lazy and refuses to take work which is 
available and which he is able to do is worthy of relief or unworthy of 
relief or assistance ? 

Mr. Bares. The law on unemployment compensation is pretty spe- 
cific on that. It states that a man is not entitled to unemployment 
compensation—— 

Mr. Evernarrer. I am asking you the question whether or not you 
would say that person was worthy or unworthy of old-age assistance. 

Mr. Bares. I think as a practical matter the average welfare person 
would give him some temporary relief, but would say “You are able 
to — You are competent to work. If you do not get a job that 
we will get for you within a cert 1in length of time you cannot expect 
to come back and have relief.” 

Whether you call him worthy or unworthy I think is just a matter 
of words. He should not be eligib le to receive money if he is able 
to go and work for himself. 

Mr. Everuarter. And the person that deliberately conveys his 
property so that he can become eligible for old-age assistance you 
would say is unworthy of receiving assistance, would you not? 

Mr. Bares. Yes; I would. 

Mr. Esernarrer. He is unworthy ? 

Mr. Bares. Yes. 

Mr. Esrruarter. So you use the words yourself, “unworthy” and 
“worthy”. 

Mr. Bares. You asked me if he was worthy or unworthy and I think 
unworthy describes him more accurately than worthy does in that 
case. 

Mr. Enernarter. Definitely. 

Mr. Bates. I do not care for either of the words. 

Mr. Esrernarrer. Inasmuch as you had a prepared answer, Mr. 
Bates, I just wanted to see what your distinction was in response to 
my questions, so that in the final analysis the assistance given to the 
aged over 65 is based on need and need encompasses the words “worthy 
of receiving assistance” and “unworthy of receiving assistance,” does 
it not, when you come to fixing the eligibility or ineligibility ? 

Mr. Bares. The word need does not in itself encompass the idea of 
eligibility entirely. A man can be needy and still not be eligible. 

Mr. Exernarter. Definitely. There is no question about that. 
However, it is based on need, is it not ? 

Mr. Bates. Yes. 

Chairman Curtis. Might I just take up the thought from there a 
little bit, Mr. Bates. What you are saying might be summarized in 
this way: That certainly the welfare worker should not have to find 
that every recipient is worthy, meets a certain standard of conduct 
that some other people might believe in. You are not going that far 
and saying that. On the other hand, it is your belief ‘that cer tainly 
we should not say that the whole question of whether or not a person 
is worthy should be disregarded and the relief handed out even though 
it is very evident that the person has done things or failed to do things 


and is not worthy of the assistance. Is that : a fair summarization ? 
Mr. Bates. Yes. 


eo 


ANALYSIS OF THE SOCIAL SECURITY SYSTEM 743 


Mr. Winn. In the 1938 annual report of the Social Security Board 
under the heading “Public Assistance”, we find the following state- 
ment, doctor, and ‘T quote: 

The board is deeply concerned that the level of payments prevailing in some 
areas of the country is too low to achieve the purpose of either the Federal act 
or State legislature. 

Will you tell the subcommittee whether the average level of pay- 
nents standing alone reflects the average requi rements of the rec ipient ? 

Mr. Bares. It does not with us, Mr. Chairman. The figures pub- 
lished in the Social Security Bulletin are the average amount of 
grants. There may be a great m: uny people who have a partial sup- 
port and who might get a grant of not more than $10 or $15. 

On the other hand, the sre may be people who have to go to a nursing 
home where we might have to pay $110 or $120 a month, or even toa 
hospital. The average amount of the grants in New Jersey is $59.90, 
but the average budget for a single person without complications is 
about $13 higher than that. In ‘other words, we made a st: atistical 
sample study of all OAA cases in April and we showed that the addi- 
tional dollar income other than assistance averaged about $12.30 per 
case. There again that might be nothing in a gre: sat ms iny of them and 
it might mean $24, $25, or § $30 in others. 

We rely not upon an arbitrary sum for need. We rely not upon 
any statutory limitation, but we build up for each individual in ac- 
cordance with his individual needs a minimum standard, these words 
here in another question, “a minimum level of decent human exist- 
ence,” and that is what the allowance is and with us it is uniformly 
larger than the grant. 

For example, while, as you know, the number of people in New 
Jersey that get old-age assistance is very low—it is around 5 percent— 
the amount of grant is among the highest. Our grant is $59 as against 
the United States average of $48, $42.49 for Pe nnsylvania, and $42.93 
for Nebraska. ‘These all seem pretty low. I mean as we know people 
who work the average grant throughout the United States of $48 does 
seem low, but one of the explanations i is that it is a public allowance 
to supplement other forms of income. Certainly it is with us. So 
that it is not fair to say that we require an elderly person to live on 
$59 a month. That is what we give him to help him eke out his 
minimum level of decent human existence. 

Mr. Winn. Does your State of New Jersey have a lien law, Dr. 
Bates? 

Mr. Bates. Yes. 

Mr. Winn. Will you briefly explain the lien law? 

Mr. Bates. I prepared a statement here which I can read or I can 
file with the committee, Mr. Chairman. 

Chairman Curtis. Just tell us briefly what it provides or you could 
read it, either one. 

Mr. Bares. The law provides that any applicant for old-age assist- 
ance or for disability assistance must sign an agreement to reimburse 
under which he pledges all or any part of his property, either real 
or personal, as a guarantee of the reimbursement of funds granted. 
There are sometimes, accompanying this agreement, which we call a 
lien, assignments of personal property as collateral where the per- 
son has such property. This agreement to reimburse has the force 
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and effect of a judgment that is duly filed with the clerk of the court of 
common pleas and remains there as a hold upon that property and 
under the law takes preference over any other debts of the individual. 

Chairman Curtis. May I ask this question at that point: Suppose 
an applicant for old-age assistance in your State is the owner of a 
home and he applies for old-age assistance and you find that he 
should be granted some. He would enter into this agreement to 
repay and those papers when properly executed and filed would - 
come a lien against his home. Would that lien ever be enforced, 
foreclosed, or collected upon during his lifetime ? 

Mr. Bares. Probably not, unless there was a substantial change in 
his cireumstances. The budget manual here in detail provides ' that 
property may be occupied as a home by the widow, or widower, or by 
the beneficiary, with one exception: That provided it is proportion- 
ate to his needs. If he had a $50,000 home and he was occupying 1 
or 2 rooms we would think it would be to his benefit to sell the prop- 
erty and get a cheaper place to live in, but by and large we are very 
considerate of persons with reference to the homestead. 

Chairman Curtis. However, in the absence of quite a change in his 
circumstances the lien would be on file, but he would not be disturbed 
and neither would his widow ? 

Mr. Bares. That is right. 

We have a liberal schedule for making allowances for boarders. If 
he takes boarders we permit him to keep a certain portion of the rents. 
It is all in a schedule and the balance which might be considered profit 
is treated as a resource and goes to reduce the amount of his grant. 

Chairman Curtis. And ownership of a home does not disqualify 
him then for applying for old-age assistance if other circumstances 
are such to make it a case that ought to be met? 

Mr. Bares. No. We would not say, “You have a home; you do not 
get any relief.” We never have said that. If he owns a property or 
if he owns another house he must apply the value of that property 
as a resource, and if it was sufficient to cover the full amount of his 
budget then he would not get any relief. 

Mr. Winn. What has been the effect of the lien law in New Jersey 
on your caseload of old-age assistance, Doctor ? 

Mr. Bates. We think that it has had 2 or 3 effects. We think that it 
has reduced the number of applicants, and of course something must 
have had an effect on our caseload because sometimes it is so low we 
are almost ashamed of it, bet I think this is one of the features where- 
by we discourage people from applying, this necessity for agreement 
to reimburse and ace ompanied by these lien provisions. 

However, we think that it has helped to stimulate our belief that 
assistance is not a right and not a pension, but a method of tiding 
people over, and we feel that it is only fair if they have property that 
they should apply it to their needs rather than give it to children who 
perhaps are a little slow about supporting their parents or grand- 
parents. We therefore, think it has reduced the recipient rate and 
we also feel that it has substantially helped us to recover reimburse- 
ments. In 1937, the first year of operation, we collected $95,000 on 
these agreements to reimburse and last year we collected $876,058 from 
these reimbursement agreements. 

That makes a gross total for the period of social security of 
$9,000,503. 
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Chairman Curtis. When you collect something from someone who 
has been given old-age assistance provided partly by funds coming 
within the State of New Jersey and partly by Federal funds, when a 
reimbursement comes for old-age assistance that they have received, 
who gets that reimbursement money ? 

Mr. Bares. It is divided in the same proportion that the grant is 
paid for. The Federal Government gets a reimbursement, and the 
State, and the locality, and the county. 

Chairman Curtis. In other words, when your State collected this 
ninety-some-odd-thousand dollars, a substantial proportion of that 
was for the benefit of the United States Treasury ¢ 

Mr. Bares. Yes. 

Chairman Curtis. I think that is quite significant, because while 
that is happening in some States, it is not happening in all the States, 
yet the Federal Government is responsible for the program, within 
limits, throughout the entire Nation. 

Mr. Winn. Doctor, is it fair to say that the effect of the lien law 
has also been to reduce the financial burden of the old-age assistance 
as well as the caseload. 

Mr. Bares. Well, that could be answered by the statement I just 
made, that at the beginning of its operation we collected 214 percent 
of the total OAA expenditures in reimbursements, and last year we 
collected 534 percent, so that we are increasing the use of that as an 
instrument, ‘but, as I said earlier, it is not only the amount of cash 
that we get back. I want the committee to understand that we do not 
hound people. We do not evict them, we do not act as an anxious 
creditor, but we do feel that if our philosophy is right that this is an 
advance, then they are to use their resources up to help them. 

Chairman Curtis. And a great many of them understand it and 
it is more or less voluntary with them; is that correct ? 

Mr. Bares. Yes, that is correct. Our division of assistance made a 
little statement here, and they justify the matter and said that people 
have come to regard it as one of the formalities that they go through, 
and they try to ‘administer it with due regard for the welfare of the 
client. I will be glad to file this longer statement if you would like 
to have it, on both of these matters. 

Chairman Curtis. We would be pleased to have it. 

Mr. Winn. What is the maximum amount of resources permitted 
by the State of New Jersey to be owned by a recipient of old-age 
assistance, Doctor ? 

Mr. Barrs. Well, there is not any fixed sum like there is, for 
example, in the blind. The law says that the first $50 of income in the 
blind must be disregarded. Our budget provides for the other cate- 
vories in more general terms, except for this: If a person has resources 
at the time of application which will support him for more than 30 
days, in a reasonably comfortable manner, that disentitles him to 
relief at that time. 

Now, we did it that way, rather than set a fixed sum, because even 
in our State the costs in one part of the State are different than in 
another. We have certain limitations in our budget provisions. One, 
notably, is on the amount of insurance that should be left untouched. 
We provide that a minimum sum of $300 in insurance shall not be 
counted as a resource, 
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Again, I have not time to go over all the details, but the limitations 

are limitations growing out of the conditions of each applicant 
rather than a statutory limitation in the law or regulations. If aman 
is under the law needy and cannot support himself, if he has no 
legally liable relatives, then we sit down with him and proceed to 
work out his budget, and, when we have worked out the budget, we 
work out his resources and, as I said, his monthly income must be 
less than his monthly requirements, or else he is not eligible. The 
available cash must be enough to carry him for a period of a month, 
in which case he is not eligible. His personal property, not convert- 
ible to cash within 7 days, is not subject to fixed value limitation, but 
he must plan to liquidate this property within 6 months. 

In other words, we do not force him to make a sacrifice sale. If 
it is convertible property, then he should convert it. If it is not, 
we give him 6 months, and sometimes more, to make an advantageous 
sale of it, rather than penalize him. There is no fixed value limi- 
tation on real property not used as a home, but plans for liquidation 
within 6 months are required as a condition of eligibility, and the 
agency, as you noted a moment ago, Mr. Chairman, holds a lien 
on that property, anyway. There is no fixed dollar value limitation 
on real property used as a home, but the agency holds a judgment 
on such property. The only difference is that where they live in it as 
a homestead, they cannot be removed unless it is of disproportionate 
value, and where it is not a homestead we do not compel a sacrifice 
sale, but give them at least 6 months to make a satisfactory disposition. 

Mr. Winn. Is it true, Dr. Bates, that the presence of a lien law 
permits a larger dollar value of resources to the extent that the 
resources are real property, because in that case the cash grants are 
the equivalent of a mortgage loan against the real property? I think 
you just answered that to “all intents and purposes. 

Mr. Bares. If I have not, I do not think I can. 

Mr. Winn. Does your State have the relative-responsibility law? 

Mr. Bares. Yes, sir. 

Mr. Winn. Will you briefly explain the relative-responsibility law 
in New Jersey! 

Mr. Bates. Well, I quoted part of it, which is under the eligibility 
statute, which says that a man is eligible only if he is without parents, 
speuse, or children able to support him, and without other persons 
able and willing to support him. In other words the obligation is 
absolute on his next of kin and, if there are remote relatives of 
persons not within these categories, who are willing and who express 
the determination to do so, why, that affects his eligibility. 

The law requires the county welfare board to ascertain the relatives 
chargeable by law and to arrange with them to assist, insofar as they 
are able, and, if necessary, to compel them to render such assistance. 
There again, we have a whole section of this budget which limits 
the amount of support which we can demand from the relative. If 
he has one or two children or a group of dependents, he is entitled 
to $300, $400, $500 a month, so that we are not holding relatives to 
the support of an indigent relative and neglecting the fact that he 
has responsibilities of his own. In many cases relatives voluntarily 
undertake the support of their next of kin, but where we have to 
put the pressure on, we follow implicitly the tables in this book and, 
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by and large, the judges of our courts accept those tables as a prima 
facie saad in case it gets into court on a charge of neglect, or 
sometimes on a nonsupport charge. 

We have had one case where a wife brought an action of nonsup- 
port against her husband and there were some children under the 
care of the board of child welfare. They suggested to the court that 
this table was a good standard for what a man needed for support 
under those circumstances. The court felt that those tables were a 
little rigid, and he departed from it in that case, but we later cleared 
with the judges’ committee, and I am now informed that they almost 
unanimously are accepting these standards of relative responsibility 
in welfare cases. 

I will not take the trouble to recite what all those conditions are, 
but again I will be glad to file those statements, that go into it in more 
detail. 

We very rarely have to bring a suit as authorized by statute, against 
dependents’ relatives, but we think it is a valuable provision to have 
on the statute book in the rare instances where children are unmind- 
ful of their obligations. 

Some of our tough cases are where an elderly person has become a 
little bit difficult to handle and the children would be much better 
off without her or him, and occasionally those cases come up on a fair 
hearing, and we try to recognize the interests, both of the children and 
the parents, and, generally speaking, this law is accepted by the 
people of New Jersey, and I am sure is another one of the elements 
that holds down our caseload. 

Mr. Winn. And also the financial burden of the program ? 

Mr. Bares. Yes, sir. 

Mr. Winn. Dr. Bates, what, if you know, is the recommendation 
of the Bureau of Public Assistance as to lien laws and relative-re- 
sponsibility laws, and their implementation in connnection with old- 
age assistance ? 

Mr. Bares. Well, I don’t know whether I can answer that. With 
reference to lien laws, they certainly cannot forbid it, because we have 
been doing it for a great many years. I have heard discussions, and 
this of course is pure hearsay, to the effect that the Federal Bureau 
would prefer a law which limited the enforcement of liens until after 
a person’s death. Well, that would make very little difference to us, 
because very few of our liens are enforced, at least in this category, 
until after death. I cannot say that the Federal Bureau is against it. 
I can only say that if the philosophy expressed in some of the I: anguage 
that you have read here this morning is carried through, and if the 
assistance is a right in the individual, ‘they might perhaps frown upon 
our utilizing what they might call strong methods, like suing relatives, 
or putting a lien on to collect it. But, I have no written indication 
that the presence of a lien law is inconsistent with the Federal plan. 

Chairman Curtis. In that area of consideration, is it not true that 
we have this situation: In New Jersey the program is in your able 
hands, and you have had a wide experience, a thorough understanding 
of the intent of an assistance program. You have had your back- 
ground in law, and so on. 

There might be other States where the State director is an indi- 
vidual of good intentions, well trained as a social worker, but the 
very feeling that the Federal Government was giving a substantial 
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portion of the amount of money used to carry on the program creates 
a situation where Federal officials can exercise—and I am not saying 
that they do—but they may exercise a great deal of influence over some 
States, by the mere fact that the State does not want to do anything 
that would cause the Federal grant to be revoked. 

Mr. Bares. I do not think you want me to answer that question, 
Mr. Chairman. 

Chairman Curtis. I am not saying that it happens. I am asking 
whether we have a situation that creates an opportunity for the exer- 
cise of great influence on the part of Federal officials, if they wanted 
to exert it 

Mr. Bares. I don’t think I can give an authoritative answer one 
way or the other. We have troubles enough in New Jersey without 
having to prescribe for other States. 

Chairman Curtis. I see. 

Mr. Bares. I have covered that in the only way I can cover it, by 
saying that I thought, in an earlier answer, that each State ought 
to have within the definite framework of financial control, the oppor- 
tunity to follow its own philosophy. That is as far as I have gone. 

Chairman Curtis. All right. Very well. 

Mr. Wry. Is it true, Dr. Bates, that back in 1935 and 1936, when 
this Social Security Act was passed and became effective, the exist- 
ing depression was one reason which made it expedient to pay cash 
grants to persons over 65 for, among other reasons, the relief of the 
pressure of the attempts of these aged persons to find employment 
in a depressed labor market ? 

Mr. Bates. Well, I don’t know that I can answer that categorically. 
There were so many reasons that forced the social-security program 
on the country in 1934 and 1935, and that might well have been one 
of them. I said earlier that we had to have temporary expedients. 
Of course, the people that were hurt most were in those three depend- 
ent classes, the blind, the children who have not yet got to where they 
can earn a living, and the aged, who saw their savings wiped out in 
the crash, and it was true, then, and I have no hesitation in saying 
that it was true, that these provisicns for social security saved the 
country from something very much worse. 

The person could be, well, let us say “worthy” in our definition, 
and have saved up his money and put it in the bank and still, when 
the crash came, he would be in need. Now, whether it was to relieve 
the labor market of persons over 65, or whether it was to make up to 
them for the severe loss that they had suffered, or what the fundamen- 

tal reason was, I do not know, but certainly it was a sound program 
at the time it was instituted, and my only objection is that we ought 
to be moving away from the temporary part of social security, over 
to the permanent part of it quicker than we have been abie to do. 

Mr. Wryvn. Since the passage of this act during the depression, our 
national economy has had several years of high production and a heavy 
demand for labor, has it not ? 

Mr. Bates. Well, I suppose that is true, yes. 

Mr. Winn. Now, in New Jersey, has your State department refused 
to grant or continue cash grants to aged persons who have marketable 
skills? 

Mr. Bares. Well, we wouldn’t put it just that way. We have not 
refused to grant or continue grants to persons who have marketable 
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skills, but we regard their ability to earn as a resource, a we have 
had very gratifying results during the period from July ’43 to June 
53, when we closed 1,968 OAST cases, because the people went to 
work, and that represents nearly 3 percent of all individuals. We 
encourage them to work and I think the present tendency and the 
emphasis on geriatrics, and so forth, is bearing down upon the need 
of elderly people to work, not only because they can make a little 
money, but because it has a much better psychological effect on them. 

Of course, the aged section of our country has increased tremen- 
dously in the last two or three decades. I think our figures show that 
we have twice as many persons over 65 in the State population as we 
had 25 years ago, and those figures have to be taken into consideration 
when you r ad the fact that we have reduced the net amount of per- 
sons on old-age assistance by 3,000, notwithstanding the fact that the 
eligible group has been increasing. 

Mr. Winn. Does your State continue old-age-assistance grants to 
recipients who leave New Jersey to establish residence elsewhere, 
Doctor ? 

Mr. Bares. Yes, we follow the general rule that up to the time that 
a person has established a settlement somewhere else, we will carry 
him on our rolls. 

Some of them go for a temporary visit and we always continue the 
grant if we know that there is what we call animus revertendi, an 
intention to return. Or, if they go permanently, why, we take pains 
to contact the authorities in the State to which they are mov ing, and 

‘arry them for a sufficient season to get them established somewhere 
else. 

Mr. Winn. Have you ever had in your State, if you know, a situa- 
tion where a recipient has left the United States on a visit or vacation 
and requested maintenance of the cash grant? 

Mr. Barrs. Why, they told me the other day that they had three 
or four cases in Canada, which we treated on an informal reciprocity 
basis, but I know of none that have taken that transatlantic trip that 
you have in mind. 

Mr. Winn. What is the practice in New Jersey as to checking up 
on information concerning eligibility, which is furnished by the appli- 

cant for old-age assistanc 6? In this connection I note the following 
sections in the Handbook for Public Assistance Administration—that 
is, sections 3230, 3251, 2232, and 2241. They are the sections, you prob- 
ably recall, Doctor, which refer to the applicant as the primary source 
of information, and suggest that checks on banks and insurance com- 
panies and references not be made. 

Mr. Bares. Well, we do that. 

Mr. Winn. That is, you follow the handbook or you do not follow 
the handbook ? 

Mr. Bares. No, we make checks on them to see. Of course, the ap- 
plicant’s statement is the primary source of information. We take 
the applicant’s statement. If there is any reason for checking—and 
oftentimes there is—we make routine crosschecks. At least, we believe 
the county welfare boards dothat. We submit names and addresses of 
applicants to the local banks, first getting the permission or the ap- 
proval of the applicant to do this, and we check with the Postal Savings 
Department of the Post Office, and with life-insurance companies, 
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and sometimes, if there seems to be a reason for it, we make inquiries 
among the different communities. We also clear with the local offices 
of the OASI as to benefits being paid and, where there is reason for 
doing so, we examine income-tax returns, unemployment compensation, 
and so forth. That may be one of the reasons why our caseload is 
so low. 

Mr. Winn. Dr. Bates, you have already testified that the recipiency 
rate for old-age assistance in New Jersey is some 50 per thousand of 
persons over the age of 65. In that connection, can you tell me what 
the percentage of turndowns of applications for old-age assistance is 
in your State? Do you have a high percentage or a low percentage 
of applications which are declined 

Mr. Bares. Well, I think I have some figures here on that. 

We had a study made some 3 or 4 years ago by Rutgers University, 
and, well, frankly, it was an effort to determine why our caseloads 
were low, whether we were neglecting people or not. And maeanielire 
studies were made in seven States in the northeastern group. 

This study showed that our acceptance percentage was 68.9. Now, I 
know in another connection that 11 percent of applicants were recently 
turned down because they had OASI, but the total number of rejections 
for all purposes was 30 percent. 

Now, the other States that were in this study were these: Massa- 
chusetts accepted 79.8 percent; Connecticut, 78.6 percent; New York, 

70.8; New Jersey, 68.9; Virginia, 65.8; Maryland, 63.6; and Penn- 
sy lvania, 52.1. 

Now, that was about 3 or 4 years ago. Those figures may have 
changed. Of course, Massachusetts has a very much more liberal 
dependent relative-responsibility law than we do, and also has no 
lien law. These figures show that we are exactly in the middle of 
those seven Eastern States, and we were reassured to that extent, that, 
even with our insistence upon the certificate and the agreement to 
reimburse and relative responsibility, we were still not out of line 
with our acceptances and rejections. 

Mr. Winn. Dr. Bates, we have limited you somewhat in the testi- 
mony that you have given by the questions that have been asked, and 
I would like at this time to give you an opportunity to tell the sub- 
committee, if you would care to, what do you see as the next steps 
which should be taken in the field of categorical assistance under the 
Federal a statutes ? 

Mr. Bares. Well, I appreciate that opportunity, Mr. Chairman. 

I believe that a complete, impartial, and searching investigation of 
the effects of the assistance program upon the whole country should 
be undertaken, even if it takes several years to accomplish it. 

I do not mean to limit the inquiry merely to the recipients of assist- 
ance, but to analyze the effect it is having upon the whole philosophy 
and attitudes of our people, young and old, and rich and poor. 

As I see it, there are 5 trends in public welfare today, 5 trends in 
welfare, let us say. 

One is the trend from private to public, and many of the functions, 
activities, carried on by private agencies have been of necessity, I 
suspect, referred to public agencies. 

Secondly, I think there is a trend from the locality to the Federal 
Government, or sometimes to the State government. 
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Here again there is a necessity involved in this, because we all know 
that during the depression many localities completely broke down 
and counties went bankrupt and we had to depend on the superior 
taxing powers of the State and the Federal Government. 

I just refer to that as a trend, and it is unmistakable, and whether 
it is checked now or not I am not able to say. 

Third, I think there is, to me, a rather disquieting trend to revive 
the institution as a place for needy people. 

Now, even though I have been connected with prisons for a great 
part of my life, I have an abhorrence of institutions. I was one who 
felt that the establishment of the social-security program was pri- 
marily designed to keep people in their homes, to keep them in the 
more normal environment of family life. 

Just the other day Congress passed an act which, at least in our 
State, has resulted in the Federal matching of many more people in 
institutions. Now, we confidently hope that institutions, orphanages 
almshouses, and so forth, are much better places today than they we re 
25 or 50 years ago, but some of the older people in New Jersey today 
remember the holy crusade they undertook to abolish the almshouse, 
and how they felt that the mothers’ pension idea, the aid to children, 
and the helping of the elderly people to stay in their family was a 
great advance. 

Now, I believe that due to the difficulty, perhaps, of getting foster 
homes for many of these people, and perhaps due to the fact that it 
is perhaps not quite fair to a young married couple to have a crotchety 
old man wished on them, we are undertaking to recognize institutions 
more and more, and I am not so sure but what the time will come 
when children’s institutions will be revived and made respectable. 

The fourth trend, as I see it, is away from specialization toward 
generalization, and that is represented in the medical and hospital 
field to some extent, and it has been reflected in our field by the de- 
mand in some quarters that categories be abolished and general as- 
sistance taken over on a matching basis by the Federal Government. 

I still believe that different individuals require specific professional 
treatment, and specialists in child welfare and the care of the blind 
and the care of the aged still have a role to play. 

Now, a great many social workers and public-welfare workers do 
not at this time go the whole distance toward generalization, but the 
Federal Government has made several moves in that direction. 

At least they now send all of our money in one check, and I just 
bring that up as a trend. 

The fifth trend, it seems to me, and perhaps the most significant 
one, is one that I referred to in answer to one of your questions—the 
disposition to regard assistance as a permanent part of our Gov- 
ernment. 

It certainly was not so intended, because I recall one of President 
Roosevelt’s statements at the early beginning, in which he said that 
if these temporary expedients came to be anything more than tempo- 
rary expedients, it would be a bad thing for the country. Yet there 
is a constant mounting of legislation that has to do with this temporary 
part of it. 

Now, there again I do not know whether these trends are good or 
bad, or whether they are necessary or whether they could be offset, 
but I think a report, or a study by some impartial commission might 








7o2 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


analyze these, and, perhaps, other indications, so as to see after 18 
years of operation, ‘whether we are going in the right direction, wheth- 
er we have emphasized one part of social security and failed to 
emphasize the other. 

That brings me to my second point—and here I think welfare work- 
ers are pretty nearly unanimous: That it is the OAST part of social 
security that needs expansion, and we cannot understand why, year 
after year, the amount of contribution has not been increased. 

My own State—and I have told you about it—has given tangible 
evidence that, as you increase OASI, you reduce OA A. That is not 
as true throughout the country as it is with us, but it should be, and 
if the time ever comes where OASI has pretty nearly universal cover- 
age and when grants are more substantial and where the financing of 
it is sund—and I submit that it has not been if by sound financing 
you mean that the beneficiaries and their employers pay in enough 
to pay back the benefits—so that my second suggestion would be that 
if somehow or other we can develop the insurance factor, we can afford 
to take in the slack on the others. 

Finally, I cannot help but say again that I do not think we put 
enough emphasis on the prevention of dependency. If dependency 
is a good thing, all right, we can afford to make it a permanent part 
of our Government. But if it is a bad thing to have a substantial 
number of our citizens dependent upon the Government for support, 
then we ought to do something about preventing it. We have length- 
ened the lives of people in America by 10 years, through preventive 
medicine, in the last 50 years. We tolerate these fantastic sums for 
preparation for war, but we still hope that somehow or other we will 
be able to prevent it. And it seems to me that your committee could 
well recommend an annual allocation of a significant amount of 
money. My State appropriated $50,000 for research in the commu- 
nity prevention of mental diseases. Well, that is a drop in the bucket 
compared to what we pay to take care of them, which is about $27 
million a year. 

I notice that Illinois has appropriated $3.5 million to prevent mental 
disease, rather than keep on building new hospitals. 

I think that there must be things that would yield to research in 
the field of prevention. You may take prevention of accidents, the 
rehabilitation of injured people, the equalization of industrial oppor- 
tunities. 

I confess that I do not know how it is going to be brought about, but 
I have sometimes quoted an illustration of that. 

We see a development in some new industry which renders an old 
industry bankrupt and the people, without any fault of their own, go 
on relief. 

It would seem to be much more sensible if somebody could trans- 
port those folks to where the new industry was going on, and let them 
continue to be self-supporting. I do not have the time and I do not 
have the knowledge to state the ways in which prevention should be 
undertaken, but I think perhaps the most significant thing we can 
do would be to generally encourage thrift and savings on the part 
of the population and study, as far as we can, the problem of preven- 
tion of dependency. 

I feel greatly encouraged that you have asked me to come down here 
and have allowed me to express my ideas. They are largely my own. 
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Certainly I am not speaking for the State of New Jersey, except as 
1 represent it, and I wish for this committee the best of success in 
making a thorough investigation of this whole subject. 

I want to thank you, Mr. Chairman, for this opportunity. 

Chairman Curtis. We certainly are indebted to you, and you have 
given us some very helpful information. 

Mr. Goodwin, do you have any questions? 

Mr. Goopwin. No questions. 

Chairman Curtis. Mr. Eberharter ? 

Mr. Esernarrer. I have a series of questions. 

Chairman Curtis. You may proceed. 

Mr. Esernarrer. Dr. Bates, in opening before the committee, you 

gave a résumé of your activities during the past number of years, and 
then counsel for the subcommittee read you a series of questions, to 
which you replied mostly by reading from your prepared written 
answers, particularly with reference to the word “right.” 

I noticed that in the question first propounded to you, the counsel 
for the subcommittee asked you a question about “vested rights” and 
then he read a long quotation from the speech by the former Chairman 
of the Social Security Board, in which the Chairman of the Social 
Security Board used the word “right” and not the words “vested 
rights.” 

So, along that line, I want to get your idea, inasmuch as you had 
a prepared written answer to his question only. Now, under the 
present Federal-State laws, the various States have the right to deter- 
mine the eligibility of any applicant for old-age assistance. 

New Jersey has that right? 

Mr. Bares. That is correct—within the limitations of our approved 
State plan. That is correct; yes, sir. 

Mr. Exernarrer. So that the Federal Government, by statute, has 
given a right to the State of New Jersey to determine eligibility, and 
the State of New Jersey has, in turn, adopted a plan, subject to that 
right given by the Federal Government. 

The State of New Jersey has submitted a plan, which has been ap- 
proved by the Federal Government ? 

Mr. Bates. That is correct. 

Mr. Exernartrer. Then you would say it is the public policy of 
the State of New Jersey to obligate itself to pay old-age assistance to 
recipients who are eligible? 

Mr. Bates. That is a fair construction of the statute, yes, sir. 

Mr. Exsernarter. That is correct ? 

Mr. Bares. Yes, sir. 

Mr. Epertarter. So that as to eligible persons, if the State follows 
its statute, it gives to them a right; is that right? 

Mr. Bares. Well, it gives to ‘them a right to apply, yes, sir; it does. 

Mr. Evernarrer. And it gives them a right to assistance, if they are 
eligible under the plan adopted by the State, and approved by the 
Federal Government ? 

Mr. Bares. It could be stated that way. I stated in my testimony 
that persons could construe this to be a conditional right, or a statu- 
tory right, if that was advisable. To me, it does not seem advisable 
to emphasize the “right” part of it though. 

Mr. Eseruarrer. But it is an obligation on the part of the State to 
pay assistance to those who are eligible under the approved plan? 
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Mr. Bares. We regard it as an obligation, if a man is unable to take 
care of himself, and has no relatives, and ¢ omplies with the other parts 
of the law. We regard it as an obligation to pay him, in accordance 
with the budget manual, and we do. 

Mr. Esernarter. And the State of New Jersey assumes the obliga- 
tion also of giving an education to the youth of its State? 

Mr. Bares. Well, here again we are fooling around with words. I 
did not say it just that way. 

I said that they had the obligation to give every child an opportu- 
nity to go to school and be educated. 

Mr. Esernarrer. So that every child has a right to go to school. 
Does that follow? 

Mr. Bares. That is right, yes, sir, but he does not have the right to 
an education unless he earns it. 

Mr. Enernarter. Unless he takes advantage of the opportunity. 

Mr. Bares. That is right; yes, sir. 

Mr. Esernarrer. And it is the same way with an applicant for old- 
age assistance. He has to apply for it. It is similar in that respect. 
Is that correct ? 

Mr. Bares. I would say that there is a similarity : The right to apply 
for education, the right to apply for assistance. 

Mr. Esvernarrer. In other words, this is mostly a play on words, is 
it not, Mr. Bates? 

Mr. Bares. I think it is. 

Mr. Evserrartrer. You think it is? 

Mr. Bares. Yes, sir. 

Mr. Esernarrer. That is the reason I submitted these questions to 
you. I could not understand the purpose of the questions, especially 
as they had been written out with such particularity and sabenjetel 
to you in such seriousness, and you were so careful to have the answers 
prepared in advance. 

My observation on that is that we are not so concerned as to the 
splitting of hairs as in a legal sense between a vested right, a statu- 
tory right, an obligation, whether it is moral or otherwise, or a 
duty. 

What do you think about that? 

Mr. Bares. Well, I think the only effect of that is what attitudes 
are encouraged in the public mind by the use of the words “right to 
assistance” rather than the use of the words “opportunity to ‘apply 
for assistance.” That is the only reason I can see for this discussion 
on the semantics of the proposition, and I think that possibly has made 
some difference. 

Mr. Esernarter. Do you mean the psychology of it? 

Mr. Bares. Yes. 

Mr. Esernarter. Is your answer “Yes”? 

Mr. Bares. Yes. 

Mr. Esreruarrer. I was very pleased, Dr. Bates, to hear you say 
that you did not believe in making the information submitted by 
an applicant for old-age assistance available to either the general 
public or to, perhaps, curious individuals. That is, in effect, what 
you said, isn’t it? 

Mr. Bares. Yes, sir. 

Mr. Esernarter. And that conclusion is based upon your years of 
experience in the welfare field ? 
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Mr. Bates. I would say so; yes, sir. 

Mr. Esernarter. Toward the latter part of your testimony, you 
said that you thought it might be a good idea to study an equalization 
of industrial opportunities for the people. 

Now, do you think that that study should be conducted by the 
Federal Government ? 

Mr. Bates. Well, that is a pretty general conception, Mr. Congress- 
man, and I do not know how to be more specific on it. If anybody 
conducts it, I think it should be conducted by the Federal Govern- 
ment, because, under our modern civilization, so many people do have 
to cross State lines and county lines, and some of these archaic welfare 
principles get terribly in our way when we try to keep up with modern 
civilization; these old settlement laws, and residence laws. 

While some States might hate to part with them, as a general rule, 
I think they interfere with prompt administration of assistance. What 
I meant by equalization of opportunities is that it seems to me that 
there is work enough in the country to go around. There is work 
enough with a labor market, I believe, of 65 million now, so that 
healthy persons who are not over age and are not under age and are 
not incapacitated, should, by a proper division of labor opportunities, 
have enough to work on. 

I do not remember whether you were here during the depression 
or not, but you remember many cases of families with 4 people work- 
ing in 1 family and nobody working in the next family, and whether 
or not that is too much like collectivism to regulate a thing of that 
kind, I do not know, but I put that in because I think one of the reasons 
for dependency is that men cannot work or cannot get the kind of 
work that they want. 

Mr. Esernarter. So that if an industry, or several industries, 
should suddenly decide for their own best business interests to move 
from a certain locality to a far-distant point, perhaps the State or 
Federal Government should step in and try to help those who suffer 
the loss of their employment through no fault of their own ? 

Mr. Bates. That is one of the situations IT had in mind. 

I remember going down to the West Virginia hillsides during the 
depression and seeing those people that were literally stranded there, 
and in many cases the husbands of those wives had to desert them and 
make their families eligible for relief, or otherwise they would have 
all starved. 

Mr. Esernarrer. You think that in cases of that kind it should 
not be left to the initiative of the individual workers or employees? 

Mr. Bates. I do not say he should be forced to move, but I think 
his expense of moving might be financed by somebody, much more 
sensibly than by putting him on a relief roll and having him stay 
where he is. 

Mr. Esernarrer. You refer to transportation, information, and 
other matters of that kind? 

Mr. Bares. I do not know how practical that is, but that is one of 
the matters I had in mind. 

Mr. Enernarter. I am afraid, Dr. Bates, that if that were suggested, 
we might be accused of adopting socialism. 

Mr. Bates. Well, we all have our own definitions, I suppose, of 
what socialism is. 
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I remember a few years ago that in New Jersey we had close to 
100,000 people drawing unemployment compensation, and we were 
importing migrant labor for agricultural pursuits to the amount of 
15,000 or 20,000 people. I would not go so far as to say that all those 
folks on unemployment compensation should be made to work in the 
fields at a minimum wage, but there again it depends upon how 
anxious you are to support yourself, rather than take public money, 
and, if the money given under UC is as much or more than these 
migrant laborers got from working in the field, a great many men 
would stay on unemployment compensation. That is perhaps too 
exaggerated an ex: imple, but as I see young folks around me, they are 
moving from one State to the other. “Most industries cover the whole 
country—most of the big industries. 

This problem of equalization of industrial opportunity is some- 
thing that is out of my field. I only suggest it as one of the directions 
in which a preventive program might be undertaken. 

Mr. Exnernartrer. Well, then, socialism, as you say, is to some 
extent a matter of definition, or what is in the minds of the people. 

Does it not resolve itself into this—the question of degree, relative- 
ness of how far you want to go to help the people that need help, in 
the way of transportation, for instance, or information, to help 
them to help themselves? 

Perhaps some people would call it socialism, would they not? 

Mr. Bares. Well, I can only tell you what I think. I cannot tell 
you what other people think. 

Mr. Esernarrer. What was that? 

Mr. Bares. I would not want to say what other people might think 
of it. Ithink the important distinction, Mr. Congressman, is whether, 
as you just said, we are helping people to help themselves, or whether 
we are having a program set up which makes it less likely that they 
can or will help themselves. 

Mr. Esnernarter. That is very well said. 

Do. you think it is a very good idea to expand the coverage of the 
old-age and survivors insurance program ? 

Mr. Bares. Well, if it is good for those that are in it, I do not see 
why it is not good for everybody, as long as it is a straight, well- 
financed insurance program. 

Mr. Erernarter. By a well-financed program, do you mean actu- 
arially well-financed ? 

Mr. Bares. Yes, sir. 

Mr. Esernarrer. And would you suggest that we make the cov- 
erage compulsory for doctors and lawyers and other professions that 
have been specifically excluded ? 

Mr. Bates. Well, the OAST administration is not in my depart- 
ment, and I have not studied the pros and cons. I would ordinarily 
be against compulsory Government insurance, but, if somehow or 
other the same opportunities that now exist for people who work in 
a factory could be extended to self-employed, I would think it was in 
the right direction. 

Mr. Esernarrer. Do I gather from your testimony with respect 
to institutions, that perhaps there is a trend to respect them a little 
more than we have, say, in the past 10 or 15 years? There is a trend 
today to respect institutions that care for those who are unable to care 
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for themselves—more than we have respected them 15 or 10 years ago 
or in 1936 and 1937 ? 

Mr. Bares. Well, of course, there are all kinds of institutions. You 
send people to institutions because certain things can be done there 
better than they could outside, like a hospital. Or you send them to 
an institution like a prison because you want to get rid of them, Or 
you send them to an institution because there are opportunities or 
values there that can only be provided en masse, like a college. 

Now, I am thinking of welfare institutions, and I believe that there 
is much that can be said in favor of a well-managed old-age home, 
but I still think that if our people have the respect for the aged that 
they demand, that the place for the old ladies and gentlemen is in their 
home or in some family home, and that was written into our law with 
reference to old age, and stayed there until up to 2 years ago, when 
this amendment was made. 

Mr. Esernartrer. Then you personally do not approve of this 
tendency on the part of some people to respect the well-managed in- 
stitutions for the old aged? 

Mr. Bares. I did not say dogmatically that I did not approve of it, 
I recognize that it is necessary, and that even with children, where 
we take dependent or neglected children from the dirty, neglectful 
home, we just cannot place them immediately with some foster parents, 
and we would probably be better off if we could use a clean, well- 
managed detention home for children. 

All I said was that I think, as one of the subjects that the committee 
should study in this matter, that this trend should be examined, so that 
if the trend continues, it continues under such direction and such con- 
ditions that it will not put us back in the old situation where we 
neglected old people and children in institutions. A lot of evil grew 
out of the old orphanages of 50 and 35 years ago, and, if we are driven 
to revive institution life for American people, who still think the 
home is the best place, then we ought to make sure that it is done 
with great care. 

Mr. Esernarter. Then I take it that you approve personally of 
the general worthiness of the trend that was noticed 20 or 25 years 
ago to have less respect for the institutions, and believe that we have 
made progress, in other words, in that respect, sociologically—is 
that correct ? 

Mr. Bares. That is correct. That is one reason why I have always 
advocated probation and parole, because probation attempts to cure 
an offender without the abnormal experience of being in prison, and 
parole lets him out under supervision. 

Mr. Eseruarter. Then in your suggestion about the trend toward 
respectability now in institutions, you say that for emergency chil- 
dren cases and even in the aged, that may be all right, but not for 
any purpose of permanent care of those ps irticular persons ¢ 

Mr. Bares. I think that is a fair statement. I think it would be a 
step backw: ard if we were reconciled to hav ing large numbers of chil- 
dren grow up and spend their whole youth in an institution, the way 
they used to, 75 years ago. 

Mr. Exernarter. Dr. Bates, I did not want anyone reading the 
testimony to get the impression that you thought the trend toward 
institutions generally, almshouses and ‘poorhouses, was all right, and 
that is the reason that I though I would bring that out. 
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Mr. Bates. Thank you. 

Mr. Esernartrer. Thank you very much, Doctor. 

Chairman Curtis. Dr. Bates, you have been very helpful here, and 
we appreciate getting this information about your administration 
in New Jersey. We thank you for coming here and for the coopera- 
tion you have extended to the committee and to the staff. 

(Additional information furnished by Mr. Bates with reference to 
questions asked by Mr. Winn follows:) 


SUPPLEMENTAL STATEMENT FOR CURTIS COMMITTEE HEARING 


QUESTION 20 


We believe that the “lien law” in New Jersey has substantially reduced the 
financial burden of the old-age assistance program in two major ways: 

1. By helping to create a climate of understanding among the aged persons 
in New Jersey, and among their relatives and interested friends, that the old- 
age assistance law is not a “pension” plan of the Townsend or “ham and eggs” 
variety. It has helped to create general understanding that aged needy persons 
who receive help are expected, if able, to repay such aid out of present or future 
acquired resources, and may not, at the expense of the old-age assistance pro- 
gram, be enabled to accumulate a capital estate, whether small or large, to pass 
over as a gift or inheritance to other persons. This has helped materially to 
keep the “recipient rate’ in New Jersey at its significant low level where 
compared with all other jurisdictions. 

2. By producing actual cash returns of substantial amount in the form of net 
recoveries. (See statistics which follow.) 

It should be emphasized that the reimbursement plan in New Jersey is not 
merely a “lien law.” It is an affirmative contractual undertaking, by the 
recipient and by his or her spouse, to repay the agency so far as possible for 
aid received, out of present or future-acquired resources. This agreement is 
implemented by a statutory lien on both real and personal property of the 
recipient and spouse, which lien has the force and effect of a judgment at law. 
The lien and the judgment are made effective only by constant administrative 
Vigilance and diligence. 

In responding to the inquiry of another State about the operation of our 
reimbursement plan, we wrote as follows: 

“We feel that our experience has been successful and the results significant. 
On the basis of our experience, we would say that a reimbursement plan which 
rests exclusively on a claim as a general creditor against the estate of a de- 
ceased recipient is relatively ineffective. Similarly, a reimbursement plan 
which rests exclusively on a lien or preferred claim against the real property 
of a recipient, would result in uneven and inequitable application of the basic 
principles which underlie the reimbursement plan. 

“If operations are to be both equitable and effective, the agency’s claim must 
run to personality as well as realty; it must have a preferred status at least 
against general creditors and heirs and legatees; it must relate to after-acquired 
property as well as to property owned at the time assistance is first granted; 
and in the case of husband and wife the obligation should be joint and several 
regardless of whether one or both receives assistance. 

“The reimbursement obligation, regardless of how created, that is, whether 
by operation of law or by the execution of a written contract between the parties, 
must be implemented by requiring security in a form appropriate to the particu- 
lar type or types of property involved. That is, in the case of real property, there 
must be a lien, or mortgage, or judgment, or trust agreement, as a matter of pub- 
lic record which serves as notice to third parties. In the case of insurance, there 
must be an assignment to the agency or designation of the agency as beneficiary. 
In the case of stocks, bonds, bank account, interests in estates, trusts, etc., there 
must be opportunity for the agency to require the transfer, assignment or trustee- 
ship of such interest. 

“Fundamentally, of course, no system of legal controls will operate with the 
desired effectiveness unless there is alert and diligent attention on the part of 
the entire staff at all times. The agency, however well it may have established 
its rights by operation of law or by the execution of special instruments, cannot 
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afford to sleep on its rights and expect that the intended results will follow 
automatically and mechanically. The resources of every recipient must be the 
subject of detailed reexamination continuously during his lifetime. When new 
resources, other than regular monthly income, become evident, they must be 
properly integrated into a revised assistance plan in its broad sense, just as 
promptly as new additional monthly income is integrated with the monthly 
assistance grant. 

“We do not believe that a highly specialized and separate staff is necessary 
to carry on a program of this kind. In New Jersey the program is carried on at 
the local level by regular staff as a part of regular business, supplemented only 
by the services of counsel where necessary and, in the larger counties, by re- 
source supervisors,” 


Net OAA expenditures and net reimbursements, Apr. 1, 1936, to June 30, 1958, 
after burial expenses 




















| | | Ro reim- 

Nie | Net OAA Net reim- | Dursements 

Fiscal year | expenditures | bursements | Se = 

| | | penditure 
a | $95, 188 | $23 
1938__._.. 173, 466 | 32 
1939_..._.- 224, 411 | 35 
Se a | 267, 516 | 36 
1941 _- 337, 122 | 43 
1942___. 389, 924 | 48 
Rs ait a 454, 316 | 57 
1944__ 580, 643 | 70 
1945._... ee icc , aaah | 671, 110 76 
1946___- : ; ; 731, 918 82 
Mas dhcxiiesee sable wa ticbide wus nittheneeaee 71, 566 773, 779 74 
1948... 54, 999 700, 998 61 
ee. . 78, 965 761, 458 61 
hai 3, 679 | 760, 187 54 
en ‘ RZ _.| 18,772, 080 | 842, 433 61 
SR os echt bh ks adh dick e sik hi She ek bt eee | 14, 030, 562 862, 772 61 
Rie ced api age Doe gig : ; | 15,025, 778 | 1876, 058 58 
Total for period July 1, 1936, to June 30, 1953____-. Jes 164, 824, 537 9, 503, 299 7. 65 








1 Net State share of this more than covers State administrative cost. 





ADDITIONAL INFORMATION CONCERNING QUESTIONS 17 AND 18 OF THE OUTLINE OF 
QUESTIONS WHICH ARE To BE ASKED STATE ADMINISTRATORS AT THE FORTH- 
COMING CURTIS COMMITTEE HEARINGS 


As the old-age assistance and assistance to the totally and permanently disabled 
laws of New Jersey contain identical provisions covering the creation of liens 
against real property owned by recipients thereof, the recipient of assistance is 
required to execute an agreement to reimburse as a condition to the receipt of 
old-age assistance or disability assistance, as the case may be, and under this 
agreement to reimburse the recipient pledges all or any part of the property, 
either real or personal, as a guaranty of the reimbursement of funds granted. 
The agreement, properly acknowledged, is sometimes and may be accompanied 
by assignments of personal property as collateral security. Such personal prop- 
erty would include life insurance policies and other assets of similar nature. 

The agreement to reimburse thus established has the same force and effect as 
a judgment of law by statute and contains the release of dower or courtesy, as 
the case may be, of the spouse of the recipient of old age or disability assistance. 
All of this is spelled out in the statute. 

Upon making of a grant of old-age assistance, the county welfare board files 
with the clerk of the court of common pleas or the register of deeds and mort- 
gages a notice of the above-mentioned agreement, and this agreement is indexed 
and does become a record having the same effect as a lien by judgment having 
priority over all unrecorded encumbrances. 

Any time thereafter, the county welfare board may execute and file with the 
clerk of the county court or register of deeds a certificate showing the amount 
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of assistance advanced to the individual concerned, and the filing of such certifi- 
cate constitutes a legal claim against both the recipient and his spouse over all 
unsecured claims except burial and funeral expenses not to exceed $200. 

It is further provided that no levy shall be made upon the real estate while it is 
occupied by the widow or widower, as the case may be, or by the principal. 
Moreover, the welfare board is specifically authorized to accept voluntary con- 
veyance in lieu of the issuance of execution and is required to advertise and 
dispose of at public sale or by sealed bids any properties of which it becomes 
possessed, either by reason of execution of the lien or by the voluntary convey- 
ance method. Being a specially constituted corporation, the county welfare 
board is empowered and authorized to execute and deliver any and all docu- 
ments necessary to convey title to a purchaser in exactly the same manner as any 
other corporate entity. The satisfactions are filed with the clerk of the appro- 
priate oflice when the release of lien has been arranged, either by payment in 
full or by compromise settlement. Where compromise settlements are involved, 
the details must be submitted in writing to the bureau of assistance of the depart- 
ment where they are carefully reviewed, and if found proper in the circumstances, 
approval issues on behalf of the State. 

Chairman Curtis. Our hearing will stand adjourned until 2 o’clock 
this afternoon. 

(Whereupon, at 12:15 o’clock the committee recessed, to reconvene 
at 2 o’clock of the same day.) 


AFTER RECESS 


Chairman Curtis. The committee will come to order. Will Mr. 
Ball and Mr. Myers come up, please, and anyone else that you want? 

Mr. Reporter, we have also Mr. Myers. Mr. Myers will you give 
vour full name and title to the reporter, please ? 


STATEMENT OF ROBERT M. BALL, ACTING DIRECTOR, BUREAU OF 
OLD-AGE AND SURVIVORS INSURANCE, ACCOMPANIED BY EWELL 
T. BARTLETT, ASSISTANT DIRECTOR, IN CHARGE OF DIVISION 
OF CLAIMS CONTROL, AND HAROLD P. PACKER, ASSISTANT GEN- 
ERAL COUNSEL, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE AND ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL 
SECURITY ADMINISTRATION 


Mr. Myers. My name is Robert J. Myers, Chief Actuary of the 
Social Security Administration. 

Mr. Wryn. Mr. Myers, how long have you been Chief Actuary of 
the Social Security Administration ? 

Mr. Myers. I have been Chief Actuary of the Social Security Ad- 
ministration since early in 1947. 

Mr. Winn. However, your employment by the Social Security Ad- 
ministration and its predecessor organizations antedates that; does 
it not? 

Mr. Myers. Yes; that is correct. I was employed first with the 
Committee on Economic Security which in 1934 and 1935 made the 
studies underlying the Social Security Act. Then I have been 
employed continuously by the Social Security Board and the Social 
Security Administration since October 1936. 

Mr. Winn. That employment by the committee and then by the 
administration was always in an actuarial capacity; was it not? 
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Mr. Myers. Yes; that is correct. Of course, my first employment 
Was in a sense as a junior actuary since I had just received my master’s 
degree in actuarial mathematics in 1934 from the University of Iowa. 

Mr. Winn. Mr. Chairman, at this time I offer for inclusion in 
the record and ask that it be marked “Exhibit 95” a table entitled 

“Estimated Old Age and Survivors Insurance Taxes (FICA) Col- 
lected and Benefits - Paid, by Classes of Taxpayers and Beneficiaries, 
1937 through 1952.” 

The data which are contained on this table were all derived from 
various publications of the Social Security Administration, particu- 
larly certain specified Social Security Yearbooks and Social Secu- 
rity Bulletins, plus information which was supplied by the Health, 
Education, and Welfare Department at the request of the staff. 

Chairman Curtis. Without objection, it will be so received and 
marked “Exhibit 95.” 

(The table referred to, marked “Exhibit 95,” follows :) 
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Mr. Winn. Mr. Ball, you are familiar with the requests from the 
staff for certain data concerning amounts of Federal Insurance Con- 
tributions Act taxes collected from different classes of social-security 
taxpayers and amounts of benefits payments made to different classes 
of beneficiaries over the period of 1937 through 1952, such request 
originally having been designated as Statistic cal Memorandum No. 
6; are you not ¢ 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. Are you familiar generally with the data supplied by 
the Bureau in reply to this request ¢ 

Mr. Batu. Yes, generally. 

Mr. Wixn. Do you recognize exhibit 95 as representing a compila- 
tion of data supplied by the Bureau of Old Age and Survivors In- 
surance in response to the request of which we are speaking? 

Mr. Batu. Yes, I do. 

Mr. Winn. This exhibit purports to show the numbers of individ- 
ual FICA taxpayers classified by subsequent beneficiary status, esti- 
mated amounts of FICA taxes paid by these same groups of individ- 
ual taxpayers and by employers, and numbers of beneficiaries by 
beneficiary classifications and amounts of benefits paid to the different 
classes of beneficiaries, all the figures being on an accumulated basis 
for the period of 1937 through 1952. Will you please explain gen- 
erally the steps undertaken by the Bureau of OASI to obtain and 
supply the data reflected in this exhibit ? 

Mr. Batu. Yes, Mr. Winn. What we started with were the totals 
from the Treasury statement on taxes collected and benefits paid out, 
and the problem was one of allocating those totals to various break- 
downs that the staff had requested. 

For example, the staff was interested in how much in the way of 
benefits had been paid out and how much in the way of taxes had 
been collected on behalf of retired workers, both in current payment 
status and those in suspense, and they were interested in the same 
kind of information on wage earners who had died in this period. 
The procedure for obtaining those breakdowns from the Treasury 
totals was through the use of a 1-percent sample study. 

Mr. Winn. In most instances how large were the samples of wage- 
record data and benefit-payment data that were utilized in making 
the survey to supply the data? 

Mr. Batu. One percent. 

Mr. Winn. With respect to the estimated tax collections, what was 
the nature of the estimating method followed, that is, do the figures 
represent exact amounts of tax collections, or were they obtained on 
the sample basis by multiplying wage and self- employment earnings 
credits by tax rates applicable in the different years over the period ¢ 

Mr. Bauu. The latter method was used. 

Mr. Winn. Was such a method of computing the estimated tax 
collections for the different classes of taxpayers the only feasible 
method available? 

Mr. Bau. Yes, it was. 

Mr. Winn. The aggregate total estimated tax collections were, 
however, balanced out “against the total appropriations made to the 
OASI trust fund in the period of 1937 through 1952; were they not? 

Mr. Batt. That is correct. The only point in the sample study was 
an allocation of total figures that we had already. 
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Mr. Winn. Do you care to comment as to any technical adjustments 
that you found impossible to make with respect to the estimating of 
FICA tax collections by taxpayer classifications over the period of 
1937 through 1952? 

Mr. Bau. Mr. Winn, I am not sure that that is necessary, the 
limitations are minor and would not significantly affect the results, 
The tables that were furnished the staff contain a detailed statement 
of those limitations and I assume that will appear in the record. 

Mr. Winn. Despite the adjustments that could not be made and 
margins of possible error in the survey made by the sampling method, 
do you consider the data as representing reliably close estimates of 
actual tax collections, benefit- -payment totals, and numbers of indi- 
viduals involved with respect both to FICA tax receipts and to benefit 
payments? 

Mr. Batu. Yes, I do. 

Mr. Winn. From exhibit 95 please state the total estimated amount 
shown to have been appropriated of FICA taxes to what is now the 
OASI trust fund in the period of 1937 through 1952. 

Mr. Bax. That is $11,983,185,000. 

Mr. Winn. What is the total estimated amount of employee taxes 
for the period ? 

Mr. Bauxi. Iam sorry. I think that must be the figure I just gave 

Mr. Wryy. I want the total figure first, Mr. Ball. 

Mr. Batu. This is employees alone: $11,775,795,000. 

Mr. Wry. Is that the total figure that was appropriated of FICA 
taxes into the trust fund ? 

Mr. Baru. For employees I thought the question was? 

Mr. Winn. No; I wanted the total there, everything. 

Mr. Batu. All classes is $23.758.980,000. 

Mr. Winn. What is the total estimated amount of employee taxes 
for the period? 

Mr. Bazi. Employee taxes is $11,775,795,000. 

Mr. Winn. And what is shown as the total estimated amount of 
self-employment taxes for the period ? 

Mr. Ban. $207,390,000. 

Mr. Winn. And what is the total estimated amount of taxes paid 
by employers for the period of 1937 through 1952? 

Mr. Baxu. $11.775,795.000. 

Mr. Winn. What is the total amount of OAST benefits shown to 
have been paid including lump-sum payments during the period of 
1937 through 1952? 

Mr. Bau. $8.036,400,000. 

Mr. Winn. With reference to the subtotal under “I” in the left- 
hand column of exhibit 95, please state the estimated total number 
of individual social-security taxpayers, excluding employers, shown 
to have contributed some amount of FICA taxes for the period of 
1937 through 1952. 

Mr. Bax. 98 million persons, Mr. Winn. 

Mr. Winn. And what is the total of employee and self-employment 
taxes shown to have been collectible for that period? 

Mr. Baty. That is $11,983,185,000. 

Mr. Winn. How many old-age primary benficiaries are shown to 
lave been in current payment status on December 31, 1952? 

Mr. Batu. 2,644,000. 
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Mr. Winn. What is the total amount of social-security taxes, em- 
ployee, and self-employment, shown to have been paid for the 15-year 
period by the 2, 644, 000 old-age primary beneficiaries in current pay- 
ment status at the end of 1952! 

Mr. Bai. $356,470,000. 

Mr. Wixn. With reference to the right-hand column of exhibit 94 
dealing with benefit payments, what is the total amount of monthly 
benefits shown to have been received by these same 2,644,000 primary 
beneficiaries drawing benefits at the end of 1952? 

Mr. Baw. $3,665,400,000. 

Mr. Wriyyn. This $3,665,400,000 of benefits received by these current 
primary beneficiaries is equal to how many times the $356,470,000 in 
social-security taxes paid by these same individuals? 

Mr. Bau. 10.3, Mr. Winn. 

Mr. Wiyn. It is understood that when I use the terminology “taxes 
paid” or “taxes collected,” I am referring always to the estimated 
amounts of FICA taxes collectible as shown in exhibit 95, with the 
understanding that these figures are not entirely exact and are subject 
to certain limitations that already have been discussed. 

With reference to the left-hand column of exhibit 95 under the 
item I B (2), please state the number of primary beneficiaries in sus- 
pended status on December 31, 1952. 

Mr. Bau, 240,000. 

Chairman Curtis. What is suspended status? 

Mr. Batt. They are the individuals, Mr. Chairman, who have filed 
application and are otherwise entitled but for some reason, such as 
being at work, are not getting benefits for that month. 

Mr. Winn. What is the total amount of OASI benefits shown to 
have been paid to this same group of 240,000 living primary bene- 
ficiaries who were in suspended status at the end of 1952 ¢ 

Mr. Batu. $103,900,000. 

Mr. Winn. The total benefits paid over the 16-year period to this 
particular group of primary beneficiaries are equ: al to approximately 
how many times the taxes collectible from those same individuals? 

Mr. Batu. 1.7 times. 

Mr. Winn. Is it proper to conclude that the ratio of taxes collected 
to benefits paid with respect to these primary beneficiaries who were in 
suspended status at the end of 1952 is higher than the ratio for pri- 
mary beneficiaries in current-payment status because this group rep- 
resents aged persons who in the main are having their benefits with- 
held because they are working; in other words, because while em- 
ployed they are not drawing benefits but are subject to social-security 
taxes upon their earnings ? 

Mr. Bau. Yes, I believe that is a proper conclusion, Mr. Winn. 

Mr. Winn. Calling your attention again to the left-hand column 
of exhibit 95, to the item designated as I C (2), what is shown to be 
the total number of deceased former primary old-age beneficiaries for 
whom wage credits and self-employment earnings have been re ported ? 

Mr. Baty. 790,000. 

Mr. Winn. What is the total amount of taxes collectible on the 
earnings of these 790,000 deceased former primary beneficiaries ¢ 

Mr. Bau. $81,870,000. 
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Mr. Win. Exactly opposite in exhibit 95, in the column “Class of 
OASI Beneficiaries,” you will notice the data as total amount of bene- 
fits paid to former primary beneficiaries with terminated beneficiary 
status. Please state the total amount of benefits paid to this group 
of beneficiaries. 

Mr. Batn. $786,500,000. 

Mr. Wiyn. The total amount of benefits paid to former primary 
beneficiaries with terminated beneficiary status is equal to how many 
times the total amount of FICA employee and self-employment taxes 
collectible from the deceased former primary beneficiaries? 

Mr. Bau. 9.6 times. 

Mr. Winn. The questions thus far have dealt with three classes of 
beneficiaries. Calling your attention to the righthand column of 
exhibit 94 dealing with benefit payments, I will ask you to please state 
the number of secondary beneficiaries in current payment status, that 
is, drawing benefits as of December 31, 1952? 

Mr. Batu. That figure is 2,382,000. 

Mr. Winn. What is the total amount of benefits that have been 
paid to these 2,382,000 secondary beneficiaries currently drawing bene- 
fits at the end of 1952? 

Mr. Baty. $2.345,300,000. 

Mr. Winn. Without giving figures as to the number of persons in- 
volved or the breakdowns of benefit payments, please list the classes 
of secondary beneficiaries who were drawing benefits at the end of 
1952? 

Mr. Bauz. Wife or husband, children, widow or widower, mother 
and parent. 

Mr. Wryvy. It is true, is it not, that all of these secondary benefi- 
ciaries in current payment status would be drawing benefits based 
upon the wage records of other individuals and that the total of more 
than $214 billion received by them in benefits for the most part were 
based upon the wage records of other individuals? 

In other words, all of these benefit payments were based upon the 
wage and self-employment earnings records of various classes of in- 
dividual social-security taxpayers, such as primary beneficiaries who 
were drawing benefits at the end of 1952, deceased former primary 
beneficiaries, deceased persons who did not themselves ever draw bene- 
fits, and some living persons with OAST earnings credits who never 
have drawn benefits for themselves; is that correct? 

Mr. Batu. Yes, that is correct, Mr. Winn. 

Mr. Wryn. Please state the number of former secondary benefi- 
ciaries whose beneficiary status has been terminated by the end of 
1952. 

Mr. Bat: 1,357,000. 

Mr. Winn. That is persons? 

Mr. Batu. Yes. 

Mr. Winn. What is the total amount of benefits shown to have been 
paid to this group of former secondary beneficiaries in terminated 
status ? 

Mr. Bax. That is $687,100,000. 

Mr. Winn. Calling your attention to the left-hand column of ex- 
hibit 95, item I (B) (1) I will ask you to please state the number 
shown of living persons who never have been recipients of benefits, 
plus living former secondary beneficiaries in terminated status. 
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Mr. Baty. That is 87,200,000. 

Mr. Winn. That is people again? 

Mr. Batu. Yes. 

Mr. Winn. What is the total amount of FICA taxes shown to have 
been collectible on the wage and self-employment earnings records of 
the more than 87 million living persons ? 

Mr. Batu. $11.1 billion, Mr. Winn. 

Mr. Winn. In other words, the $11.1 billion social-security taxes 
collectible from these living individuals who have never been bene- 
ficiaries except to the extent ‘that some ver y small percentage may have 
drawn mother’s, child’s, or similar secondary benefits, plus $11,775,- 
795,000 from employers, represents the very large bulk of the social- 
security taxes that have been collected since the inception of the OASI 
program; is that correct ? 

Mr. Baty. That is correct, Mr. Winn. 

Mr. WINN The more than $11 billion contributed by living persons 
never in benefici ‘iary status and living former secondary beneficiaries 
is representative, with minor exceptions, of wage records upon which 
benefits for future old-age primary beneficiaries and for future second- 
ary beneficiaries will be based; is that correct ? 

Mr. Batu. Yes, that is correct, Mr. Winn. 

Mr. Wry. I call your ——- now to the item in the lefthand 
column of exhibit 94 designated as I (C ) (3). Please state the number 
shown of deceased persons never primary beneficiaries to whom no 
lump-sum payments were made under the 1935 act? 

Mr. Batu. 6,400,000. 

Mr. Winn. What is the total amount of estimated taxes shown to 
have been cea upon the wage and self-employment earnings 
records of these individuals ? 

Mr. Bau. $363,205,000. 

Mr. Winn. Since these 6,400,000 deceased persons never were pri- 
mary beneficiaries, it would be true, would it not, that two general 
types of benefits, secondary benefits and lump sum payments under 
1939 and subsequent amendments to the Social Security Act, would 
have been payable upon their wage records? 

Mr. Bau. Yes, if these individuals were insured at the time of 
their death. 

Mr. Winn. What is shown to be the number of deceased persons 
upon whose wage records lump-sum payments were made under the 
1939 and subsequent amendments ? 

Mr. Bau. 2,525,000 persons. 

Mr. Winn. What is the total amount of lump-sum payments made 
upon the wage records of these 2,525,000 individuals? 

Mr. Baty. $378,700,000. 

Mr. Wrny. It is impossible to determine on the basis of information 
now available, is it not, the amount of secondary benefit payments 
that have been attributable to the wage records of these deceased 
persons who never were primary beneficiaries ? 

Mr. Batu. Mr. Chairman, we would be glad to consider that question 
further to see whether we could make an estimate of that. I am really 
not sure at this time whether it would be feasible or not. 

Chairman Curtis. Suppose we hold the determination whether to 
have you do it in abeyance until you can report to us informally as 
to what is involved, how much expense, and so on. 
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Mr. Winn. Exactly opposite in exhibit 95, in the column “Class of 
OASI Beneficiaries,” you will notice the data as total amount of bene- 
fits paid to former primary beneficiaries with terminated beneficiary 
status. Please state the total amount of benefits paid to this group 
of beneficiaries. 

Mr. Bax. $786,500,000. 

Mr. Wixv. The total amount of benefits paid to former primary 
beneficiaries with terminated beneficiary status is equal to how many 
times the total amount of FICA employee and self-employment taxes 
collectible from the deceased former primary beneficiaries? 

Mr. Bax. 9.6 times. 

Mr. Winn. The questions thus far have dealt with three classes of 
beneficiaries. Calling your attention to the righthand column of 
exhibit 94 dealing with benefit payments, I will ask you to please state 
the number of secondary beneficiaries in current payment status, that 
is, drawing benefits as of December 31, 1952? 

Mr. Batu. That figure is 2,382,000. 

Mr. Winn. What is the total amount of benefits that have been 
paid to these 2,382,000 secondary beneficiaries currently drawing bene- 
fits at the end of 1952? 

Mr. Baw. $2.345,300,000. 

Mr. Winn. Without giving figures as to the number of persons in- 
volved or the breakdowns of benefit payments, please list the classes 
of secondary beneficiaries who were drawing benefits at the end of 
1952? 

Mr. Batu. Wife or husband, children, widow or widower, mother 
and parent. 

Mr. Wrwn. It is true, is it not, that all of these secondary benefi- 
ciaries in current payment status would be drawing benefits based 
upon the wage records of other individuals and that the total of more 
than $214 billion received by them in benefits for the most part were 
based upon the wage records of other individuals? 

In other words, all of these benefit payments were based upon the 
wage and self-employment earnings records of various classes of in- 
dividual social-security taxpayers, such as primary beneficiaries who 
were drawing benefits at the end of 1952, deceased former primary 
beneficiaries, deceased persons who did not themselves ever draw bene- 
fits, and some living persons with OASI earnings credits who never 
have drawn benefits for themselves; is that correct ? 

Mr. Batu. Yes, that is correct, Mr. Winn. 

Mr. Wixn. Please state the number of former secondary benefi- 
ciaries whose beneficiary status has been terminated by the end of 
1952. 

Mr. Bauz: 1,357,000. 

Mr. Winn. That is persons? 

Mr. Batu. Yes. 

Mr. Winn. What is the total amount of benefits shown to have been 
paid to this group of former secondary beneficiaries in terminated 
status ? 

Mr. Bat. That is $687,100,000. 

Mr. Winn. Calling your attention to the left-hand column of ex- 
hibit 95, item I (B) (1) I will ask you to please state the number 
shown of living persons who never have been recipients of benefits, 
plus living former secondary beneficiaries in terminated status. 
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Mr. Batt. That is 87,200,000. 

Mr. Winn. That is people again? 

Mr. Batu. Yes 

Mr. Wixn. What is the total amount of FICA taxes shown to have 
been collectible on the wage and self-employment earnings records of 
the more than 87 million living persons! 

Mr. Batx. $11.1 billion, Mr. Winn. 

Mr. Wry. In other words, the $11.1 billion social-security taxes 
collectible from these living individuals who have never been bene- 
ficiaries except to the extent that some very small percentage may have 
drawn mother’s, child’s, or similar secondary benefits, plus $11,775,- 
795,000 from employers, represents the very large bulk of the social- 
security taxes that have been collected since the inception of the OASI 
program; is that correct ? 

Mr. Batu. That is correct, Mr. Winn. 

Mr. Winn. The more than $11 billion contributed by living persons 
never in beneficiary status and living former secondary beneficiaries 
is representative, with minor exc eptions, of wage rec ords upon which 
benefits for future old-age primary beneficiaries ‘and for future second- 
ary beneficiaries will be based; is that correct ? 

Mr. Batu. Yes, that is correct, Mr. Winn. 

Mr. Wryvy. I call your attention now to the item in the lefthand 
column of exhibit 94 designated asI (C) (3). Please state the number 
shown of deceased persons never primary beneficiaries to whom no 
lump-sum payments were made under the 1935 act? 

Mr. Bau. 6,400,000. 

Mr. Winn. What is the total amount of estimated taxes shown to 
have been collected upon the wage and self-employment earnings 
records of these individuals? 

Mr. BALL. $363,205,000. 

Mr. Winn. Since these 6,400,000 deceased persons never were pri- 
mary beneficiaries, it would be true, would it not, that two general 
types of benefits, secondary benefits and lump sum payments under 
1939 and subsequent amendments to the Social Security Act, would 
have been payable upon their wage records? 

Mr. Bau. Yes, if these individuals were insured at the time of 
their death. 

Mr. Winn. What is shown to be the number of deceased persons 
upon whose wage records lump-sum payments were made under the 
1939 and subsequent amendments ? 

Mr. Baty. 2,525,000 persons. 

Mr. Winn. What is the total amount of lump-sum payments made 
upon the wage records of these 2,525,000 individuals ? 

Mr. Batti. $378,700,000. 

Mr. W1ny. It is impossible to determine on the basis of information 
now available, is it not, the amount of secondary benefit payments 
that have been attributable to the wage records of these deceased 
persons who never were primary beneficiaries ? 

Mr. Batu. Mr. Chairman, we would be glad to consider that question 
further to see whether we could make an estimate of that. I am really 
not sure at this time whether it would be feasible or not. 

Chairman Curtts. Suppose we hold the determination whether to 
have you do it in abeyance until you can report to us informally 
to what is involved, how much expense, and so on. 
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Mr. Batu. Thank you. 

Chairman Curtis. Is that satisfactory ? 

Mr. Winn. Perfectly satisfactory. In any event, figures are not 
presently available. 

Mr. Batu. That is right. We do not have the information. 

Mr. Winn. At this time, Mr. Chairman, I wish to submit for the 
record an exhibit to be marked “Exhibit 96” which is a table entitled, 
“Status of the OASI Trust Fund, December 31, 1952.” 

The data contained in this table were all supplied to the staff by the 
Department of Health, Education, and Welfare at the request of the 
staff, plus some information obtained from Actuarial Study No. 35, 
table 8, page 8. Actuarial Study 35 is a publication of the Department 
of Health, Education, and Welfare. 

Chairman Currts. Without objection it will be so received and 
marked “Exhibit 96.” 

(The table referred to, marked “Exhibit 96,” follows :) 


I:XHIBIT 96 
Status of OAST Trust Fund, Dec. 81, 1952 


Estimated FICA tax collections: 
From employers, 1937 through 1952_- niciscetncsicnags Ss Pay aU 
From living persons with OASI earnings credi its, not bene- 
ficiaries in current payment status, on Dec. 31, 1952 
for period: of.1087. through 1052... ..~..-............ 11, 167, 200, 000 
From all individuals who were primary benefic iaries on 
Dec. 31, 1952—for period of 1937 through 1952________ 356, 470, 000 
From all other individuals with OASI earnings, 1937 
through 1952... - i Slates 459, 515, 000 
_.. 23, 758, 980, 000 
18, 512, 000 
Net contribution income and transfers, 1937-52__.___._. 23, 740, 468, 000 
Interest credited to trust fund, 1937-52__--..__________- - 2, 327, 353, 000 
26, 067, 821, 000 


Total estimated FICA tax collections 7_---______-_ 
Net adjustment (subtract). 











Total receipts, 1937-52 


Benefit payments to old-age (primary) beneficiaries in cur- 

rent payment status, Dec. 81, 1952—for period of 1937 

through 1952 ica pericia ee re aia 3, 665, 400, 000 
All other monthly benefit and lump-sum payme! its 1937 

through 1952 os ol ws ccases ee ea es 4, 371, 000, 000 
Administrative expenses___-_ is ee UL ee ee Sete 589, 908, 000 
ee. NUNN i sn ccratial oar eeeabiie echoed cane bzaeib 206, 000 


Total net expenditures, 1987-62........................_ 626, 102. 000 
Total balance of trust fund, Dec. 31, 1952_....._--____________ 17, » 441, 719, 000 


1This total and its components are as computed by the Bureau of Old-Age and Survivors 
Insurance on the basis of sample surveys of wage records, rather than being exact FICA 
tax-receipts data, and are subject to limitations and adjustments as outlined in exhibit 
95 and in basic tables 63-68, appendix I, which were supplied by the Bureau. 

2 See footnote 2 to exhibit 95. 

® See footnote 3 to exhibit 95. 
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Status of OASI Trust Fund, Dec. 13, 1952—Continued 


“Present values” (“actuarial reserve liability’) of OAST bene- 

fits in current payment status, Dec. 31, 1952, taking into 

account expected future interest creditings at 244 percent 

rate° S18, S26, 000, 000 
Estimated amount of interest creditings represented in “present 

values” (approximate) ..........-.. ciettlanansiaayncmibianistiinnsaa ey ee See eee 


Estimated total benefits expected to be paid after Dec. 31, 1952, 

to OASI beneficiaries in current payment status on that date_ 21, 826, 000, 000 
Amount theoretically available Dee. 31, 1952 ($17,441,719,000 

fund balance plus $2,500,000,000 to be credited on such balance 

as it is utilized) for payment of benefits to beneficiaries in 

current payment status on that date________--_-----~--- .... 19,941, 719, 000 

*As shown in Present Values of OASI Benefits in Current Payment Status, Actuarial 
Study No. 35, U. S. Department of Health, Education, and Welfare, Social Security Admin- 
istration, Division of the Actuary, table 3, p. 8. 


Sources of data: Exhibit 95, p. 762, and sources indicated in footnotes above. 


Mr. Wryvn. I now submit for the record at this time and I ask that 
it be marked “Exhibit 97,” a chart which is entitled “The OASI 
Financial Position as of December 31, 1952.” This chart is based upon 
data which were contained in exhibit 96 just introduced. The chart, 
in display size, can be seen on the easel, which is on your right, Mr. 
Chairman. Small reproductions are available for the record and for 
members of the subcommittee and persons in attendance at the hearing. 

Chairman Curtis. Without objection it will be so received. 

(The chart referred to, marked “Exhibit 97,” follows:) 

Data for exhibit 97 are derived from Exhibit 96, entitled “Status 
of OASI Trust Fund, December 31, 1952.”) 
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Mr. Wryn. From these exhibits, that is, both the chart and the 
table, exhibits 97 and 96, respectively, will you please state again 
for the record the total estimated amount of FICA tax collections 
from self-employment and employment in the period of 1937 through 
1952% 

Mr. Batt. Mr. Winn, this series of questions I think might better 
be answered by Mr. Myers. 

Mr. Myers. The answer to that question, Mr. Winn, is $23,758,- 
980,000. 

Chairman Curtis. Would that be the total of all the taxes paid 
exclusive of employers’ taxes shown on that first bar? 

Mr. Myers. No, Mr. Chairman. That includes the employers’ taxes 
as well as those of employees and self-employment individuals. 

Chairman Curtis. In other words, it would show all of the taxes 
shown as paid in that first bar ? 

Mr. Myers. That is correct. 

Mr. Winn. State for me the tax collections from employment and 
self-employment, omitting the employers’ tax. 

Mr. Myers. The employers contributed $11,775,795,000, and $11,- 
983,185,000 was contributed by employees and self-employed indi- 
viduals combined. 

Mr. Winn. With adjustments explained in footnotes which accom- 
pany exhibits 96 and 97, what is shown to have been the total net 
income and transfers going to the old-age and survivors insurance 
trust fund during the period of 1937 through 1952 ¢ 

Mr. Myers. $23,740,468,000. 

Mr. Winn. How much interest was credited to the trust fund dur- 
ing that period ? 

Mr. Myers. $2,327,353,000. 

Mr. Winn. What were the total receipts of the fund, therefore, dur- 
ing that period ? 

Mr. Myers. $26,067,821,000. 

Mr. Winn. Including $589,908,000 of administrative expenses, plus 
the more than $8 billion of benefit payments, what were the total net 
expenditures from the fund during the 1937-52 period? 

Mr. Myers. $8,626,102,000. 

Mr. Winn. That left a balance in the trust fund as of December 31, 
1952, of $17,441,719,000; is that correct ? 

Mr. Myers. Yes, Mr. Winn; that is correct. 

Mr. Winn. Now I would like to call your attention to the item 
in exhibit 96 showing $18,826,000,000 as the present values of OASI 
benefits in current payment status, December 31, 1952, taking into 
account expected future interest creditings at a 214 percent rate. 
Will you a ase explain the meaning of this present values figure of 
nearly $19 billion ¢ 

Mr. Myers. The term “present value” is one commonly used by 
actuaries to designate the lump-sum amount of a series of future 
payments. In this case the future payments are the estimated bene- 
fits which will be paid to the present beneficiaries, taking into account 
the fact that such individuals’ benefits will cease because of mortality, 
remarriage, attainment of age 18 of children, and so forth. This 
series of payments into the future is then discounted at an interest 
rate of 214 percent so as to indicate the present amount which, if in- 
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vested at 214 percent, would in being used up and along with the 
interest earned, pay off these future payments, assuming that the 
experience exactly followed the assumptions used in the estimates. 

Mr. Winn. This interest figure that you are talking about is the 
next figure in exhibit 96, is it not, $3 billion estimated amount of inter- 
est creditings represented in present values ¢ 

Mr. Myers. Yes, that is correct. 

Mr. Winn. When the $3 billion interest figure is added to the pres- 
ent values figure a total of $21,826,000,000 is produced. Can this total 
properly be described as the estimated total amount of benefits ex- 
pected to be paid after December 31, 1952, in the future, as of that date, 
to the OASIT beneficiaries who were actually on the rolls and currently 
drawing benefits at the end of 1952? 

Mr. Myers. Yes; that is correct, Mr. Winn. In fact, you might 
say that the figure for total benefits—in other words, the $21.8 bil- 
lion—is really the basic series of figures from which the discounted 
value, the present value figure, is obtained, and of course, as with all 
these estimated figures, these figures indicate what will happen under 
the assumptions made. Whether experience will follow that, of course, 
as we all know, is subject to various fluctuations and uncertainties. 

Mr. Winn. But your estimate as of the end of 1952 is that persons 
in current payment status on that date would receive, on the basis of 
eligibility already established, a total of $21,826 million before the 
ealls on the trust fund for that particular group of beneficiaries ter- 
minated ? 

Mr. Myers. That is correct. 

Mr. Winn. The next item in exhibit 96 is a figure of $19.941,719.000, 
described as the amount theoretically available on December 31, 1952, 
including the fund balance and interest to be credited for the pay- 
ment of future benefits to beneficiaries in current payment status on 
that date. Will vou please explain your understanding of this figure ? 

Mr. Myrrs. The figure of approximately $19.9 billion that vou 
have just quoted is the present trust fund of roughly $17.4 billion plus 
the interest on it that would be earned if this trust fund were utilized 
solely to pay off the benefits of the existing beneficiaries during that 
period. As the fund is gradually reduced in size under that as- 
sumption, it would draw interest and the aggregate amount of that 
interest over the future years would be this figure of roughly $2.5 
billion. 

Mr. Wrxvn. Then is it an accurate conclusion to say that on the basis 
of your actuarial studies there was only some $19.942 million avail- 
able, including future interest creditings theoretically available at the 
end of 1952, to meet expected future payments of $21.826 million to 
persons already on the OASI rolls and currently drawing benefits 
as of that date? 

Mr. Myers. Yes; that is correct, under the assumption that we have 
made here, that the trust fund would be utilized for the purpose of 
the present beneficiaries first. 

Mr. Winn. In other words, not enough money had yet been accu- 
mulated in the trust fund as of December 31, 1952, to pay future bene- 
fits to those persons already qualified for and drawing them, is that 
correct ? 

Mr. Myers. Yes; that is correct. 
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Mr. Wryn. And actually there was a deficiency in the funds of 
approximately $1,884,000,000 from the st: undpoint ef future benefit 
payment commitments to current beneficiaries as balanced against 
available funds, including future interest, as of the end of 1952; is 
that correct / 

Mr. Myers. Yes; that is correct. 

Mr. Winn. How can this deficiency be made up, Mr. Myers? 

Mr. Myers. This deficiency, as you have termed it, can be, and pre- 
sumably will be, made up by the future operation of the system, which 
is intended to be one operating not merely from year to year, but 
on out into perpetuity, as it were. In the future contribution 
income from employers, employees, and self-employed will continue 
to come in and be available for benefit receipts, or for building up the 
trust fund further, and at the same time of course the full trust fund 
will be earning the full interest rather than having a diminished trust 
fund if there would be no further contribution income to the program. 

Mr. Winn. Mr. Myers, the chart which has been received into the 
record and marked “Exhibit 97” was prepared by the staff of the 
subcommittee and I realize that you have not had an opportunity to 
study it in any detail. However, would you be able to explain the 
chart in terms of the financial details that we have been discussing, 
indicating particularly how the relationship of available funds to 
amounts expected to be paid out to current beneficiaries is illustrated ? 

Mr. Myers. Yes; I will be very glad to try. The chart in essence 
goes over much of the discussion we have had up to this point. The 
bars on the left-hand side indicate the taxes that have been paid into 
the system over the 16 years, 1937 to 1952. 

Roughly half of the taxes have been paid in by employers and the 
remaining half by employees and self- employed. Of the taxes paid 
in by the employees and self-employed, virtually all of them have 
been paid in by individuals who are not now on the benefit rolls but 
who have paid in OASI taxes. In other words, these are individuals 
who have not yet retired—and have not yet reached age 65 in most 
cases—and have not died. All these contributions more or less went 
into the Treasury and with certain minor modifications and adjust- 
ments were appropriated into the trust fund. At the same time the 
growing trust fund over the period earned interest in the amount of 
about $2.3 billion. The remaining two bars—on the right-hand side 
of the chart—show the situation as to where the money went. The 
top part of the first bar to the right of the middle of the chart shows 
that roughly $8.6 billion was paid out in benefits. The bottom sec- 
tion of that bar—in black—shows that the size of the present trust 
fund is $17.4 billion, which is available for future benefits of all types. 

The middle section of this bar shows this figure of the interest which 
would be credited on this trust fund under the assumption that the 
trust fund would be utilized solely for the present beneficiaries and 
would accordingly be reduced in magnitude as those beneficiuries re- 
ceived their payments—without considering that the trust fund would 
be receiving current contributions after 1952. This interest over the 
future years would total about $2.5 billion. The last bar shows a fur- 
ther subdivision of where the money was paid out in the past and how 
the money would be paid out in the future in respect to current 
beneficiaries. 
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Again no account is taken here of any benefits payable for persons 
who would come on the benefit rolls in the future, that is, in the future 
meaning after the end of 1952. In the past the money paid out of 
the trust fund was $8.6 billion which is shown here to be subdivided 
into 3 parts: 

Approximately $3.7 billion to the current retired workers who are 
now receiving benefits, $4.4 billion to other persons who had received 
benefits in the past, such as survivors and deceased retired workers, 
and finally about $600 million which was paid out of the trust fund for 
administrative expenses. 

The bottom section of this last bar shows the amount of money 
expected to be paid out in the future on behalf of the beneficiaries on 
the rolls at the end of 1952. This amounts to $21.8 billion. The 2 
dotted lines across this section of the bar indicate, as 1 way of con- 
sidering the matter, where the money will come from. The bulk of 
it, the lower section, which represents $17.4 billion is the size of the 
present trust fund. The middle section represents the interest that 
would be credited on the present trust fund if it were used solely to 
pay off present beneficiaries. The upper section there, which is 
roughly $1.9 billion, represents the deficiency which Mr. Winn men- 
tioned a few moments ago as between the benefits to be paid to current 
beneficiaries and the trust fund plus the interest it would earn during 
the future period if it was used to pay off present beneficiaries alone. 

Mr. Wrxwn. There is no inference to be drawn from exhibit 97 that 
the OASI trust fund is in imminent danger of being exhausted, in 
view of current and future revenues, but, rather, our conclusions are 
limited to the still somewhat startling fact that not enough taxes had 
been accumulated in the trust fund as of the end of 1952 for future 
benefits to the then current beneficiaries. That is correct, is it not, 
Mr. Myers? 

Mr. Myers. Yes, that is correct. In fact the trust fund not only 
is not in imminent danger of being exhausted, but presumably with 
contributions coming in at the rates now scheduled in the law would 
rise certainly for a number of years yet to come. 

Chairman Curtis. At that point I have a question or two and I am 
going to come around to the chart. 

Mr. Myers, this bar here represents taxes paid by everyone, the total ; 
is that correct ? 

Mr. Myers. That is correct, Mr. Chairman. 

Chairman Curtis. And they flow not into the trust fund, but first 
into the Treasury as other taxes; is that not right? 

Mr. Myers. Yes, that is correct. 

Chairman Curtis. And then, by a continuing appropriation in the 
Social Security Act, appropriations are made ‘from the Treasury to 
the trust fund for the amount of taxes that is collectible; is that 
correct ? 

Mr. Myers. In general that is the correct current procedure al- 
though in 1937 to 1939 a somewhat different procedure was adopted 
which amounted to virtually the same thing. 

Chairman Curtts. And it is that appropriation plus the interest 
anents Chat makes up the total of the balance in the trust fund; is that 
correct ! 
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Mr. Myers. That iscorrect. The trust fund is made up of those two 
forms of receipts less the money that has been paid out in the past. 

Chairman Curtis. That is right. On this chart all the bars have 
been drawn to scale; is that correct, Mr. Schlotterbeck ¢ 

Mr. Scuvorrerseck. Yes, that is correct. 

Chairman Curtis. So this bar right here, which on the large chart 
is blue, represents the amount of taxes paid in by the 2.6 million 
current aged primary beneficiaries who are now drawing benefits; 
is that correct ? 

Mr. Myers. Yes, that is correct. 

Chairman Curtis. And that sum is $356 million in round figures. 

Mr. Myers. That is correct. 

Chairman Curris. This blue space on the last bar, the bar which 
shows benefits paid, corresponds to the blue portion of this bar in 
that it is the amount of benefits that the same group of people have 
received ; is that correct ? 

Mr. Myers. Yes, that is correct. 

Chairman Curtis. That is the amount of benefits they had received 
up to the end of December 1952? 

Mr. Myers. Yes, that is correct. 

Chairman Curtis. And that amount equals $3,665 million in round 
figures ¢ 

Mr. Myers. Yes. 

Chairman Curtis. And the relative height of this bar over here 
[indicating] as compared to this area here | indicating] both of them 
being blue ones, both of them relating to the 2.6 million aged primary 
beneficiaries, shows the relation of their taxes to the amount of benefits 
that they have drawn to date ? 

Mr. Myers. Yes, that is correct; roughly a ratio of 1 to 10. 

Chairman Curtis. Referring to this last bar here, it consists of 
benefits paid and to be paid to former and current beneficiaries. 

In other words, that refers to beneficiaries that have already made 
application for benefits under title II; does it not ? 

Mr. Myers. Yes; that is correct, and not only have made applica- 
tion, but were receiving benefits on that date. 

Chairman Curtis. Yes. And as of the present, even though the 
trust fund is expected to grow by reason of further taxes and further 
interest, expected to exceed the outgo—as of the end of 1952 all 
of the trust fund would be consumed to pay off the future benefits of 
those who have already retired and are drawing benefits under title II; 
is that correct? 

Mr. Myers. That is correct. 

Chairman Curtis. Does this figure of 2.6 million primary bene- 
ficiaries include all the people that would be eligible fer title IL 
benefits should they choose to apply for them ¢ 

Mr. Myers. No,sir. That figure of 2.6 million represents those who 
in effect have retired. In addition there are approximately 1.4 
million persons aged 65 and over who could file for benefits and receive 
them if they retired from substantial covered employment. 

Chairman Curtis. 1.4 million? 

Mr. Myers. Yes. 

Chairman Curtis. As compared to this 2.6 million? 


Mr. Myers. Yes. 
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Chairman Curtis. So that the amount required to be paid to bene- 
ficiaries eligible for retirement is not included in this column here 
at all, in this last bar? 

Mr. Myers. That is correct. 

Chairman Curris. Now, these 8 million others have paid in $460 
million as is shown in this first bar with the red line a little larger than 
the blue line. By those others we mean individuals, generally speak- 
ing, who are not currently workers. Neither are they primary bene- 
ficiaries as of the time this chart was made? 

Mr. Myers. As I understand the chart those 8 million others are 
people who have died in the past. I believe that the larger sections 
there, the 87.5 million persons, is all those currently living who are 
not on the retired roll, so I believe that pink one must be the people 
who thave died in the past, either after having received retirement 
primary benefits or died in active service, as it were. 

Chairman Curtis. Referring to this bar here—the first one to the 
right of the Treasury—that bar represents all of the money that is 
either in the trust fund or has passed through the trust fund during 
the life of the system; is that not correct? That is not exactly a correct 
description of the interest element. 

Mr. Myers. You are correct, Mr. Chairman. The upper section of 
that bar and the lower section are the money that has passed into the 
system. The middle section, as you Just pointed out, is a future 
amount. 

Chairman Curtis. The statement was made that this trust fund by 
operation of the system would increase and that it will increase by 
reason of further taxes to be paid in there, plus the interest. That is 
correct; is it not? 

Mr. Myers. Yes. 

Chairman Curtis. And from that increase the future benefits are 
to be paid ¢ 

Mr. Myers. Yes, that is true. 

Chairman Curtis. Including those that are on the rolls and those 
who may come on the rolls? 

Mr. Myers. Yes. 

Chairman Curtis. However, as of December 31, 1952, assuming that 
the awed already on the rolls have the first claim for the money in 
the trust fund, could it be said the it a worker aged 64 years who had 
been under the system since 1937 had any part of his contributions 
saved up for him in the trust fund? If that is not a fair question, I 
will withdraw it. 

Mr. Myers. That’s a correct statement because, as we have discussed 
before, the present trust fund is not quite large enough to pay off the 
present benefits of the existing beneficiaries. Therefore, you may 
say under that basis or conception there is nothing left in the fund 
for the other contributors. 

Chairman Curtis. The trust fund might well be described, as a 
reserve fund that is expected to go up some, but cannot properly be 
described as a fund that contains the taxes paid by a younger worker 
from the time he pays it in and holds it there with interest additions 
until he retires: is that correct? 

Mr. Myers. That is correct. 
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Chairman Curtis. So far as all of the people who are now eligible 
to retire, which I understand are about 1.4 million, assuming that the 
presently retired have first claim on the trust fund, this 1.4 million 
will have to be paid by the contributions or taxes of the younger 
workers: is that correct, plus interest / 

Mr. Myers. They will have to be paid for by the taxes in respect 
to the younger \ orkers, made either, you might say, by the employer 
or by the employee. It depends how you allocate those taxes. 

Chairman Curris. That is correct. Of the people now working 
who are under 65, such as an individual who is 64 years 11 months 
and 29 days old, the payment of his benefits in the future, assuming 
that those already retired have the first claim on the present funds in 
the trust fund, have to be paid from taxes collected in the future by 
the working population and their employers plus, of course, what 
ever interest accumulates / 

Mr. Myers. Yes, that is correct. 

Chairman Curtis. Referring to this last bar, the paid-out bar, it 
shows that 7.8 million others were paid $4,371 million in benefits. 
That means individuals other than primary beneficiaries, does it not 

Mr. Myers. Yes, that means the survivors or the dependents, such 
as Wives or deceased primary beneficiaries. 

Chairman Curtis. And some lump-sum payments ? 

Mr. Myers. Yes. 

Chairman Curtis. In other words, that part of this bar marked in 
crange and representing the payment of $4,371 million in benefits, are 
people whose benefits were paid because of the work record of this 
group here of 2.6 million current aged, plus those who make up this 
8 million who may have been primary beneficiaries ¢ 

Mr. Myers. Yes, I believe that is correct. 

Chairman Curtis. Not primary beneficiaries, but insured people 
with a work record. Is that number ascertainable? In other words, 
do we know how many work records are involved in the payment of 
this $4.4 billion ¢ 

Mr. Myers. I am not certain about that, Mr. Chairman. I would 
be glad to check it. 

Chairman Curtis. No. It would be something less than the sum 
of the orange bar and the blue bar here; would it not ¢ 

Mr. Myers. Yes; that is correct. 

Chairman Curtis. Is my understanding correct that this interest 
to be credited to the trust fund is an amount of interest figured on 
the basis that the trust fund would have no more receipts and it would 
be used entirely to pay present beneficiaries their future benefits. Is 
that correct ? 

Mr. Myers. Yes; that is correct. 

Chairman Curtis. So the space on the last bar corresponds to the 
interest to be credited on the middle bar. They are therefore equal? 

Mr. Myers. That is correct. 

Chairman Curtis. Mr. Counsel, you may continue. 

Mr. Baux. Mr. Winn, I wonder if I could make one comment on 
one aspect of the discussion ¢ 

Chairman Curtis. Yes; proceed. 

Mr. Batu. Although it is unquestionably true, as Mr. Myers has 
testified, that it would take somewhat more than all of the present 
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trust fund to pay the benefits to the individuals who are now on the 
rolls, it does not seem to me that it necessarily follows—it is only 
one way of looking at it—to move from that to say that the trust fund 
in essence belongs to the people on the rolls and not to the people 
who are currently contributing. 

Chairman Curtis. I think this is very true. 

Mr. Bau. I think another way one could look at it is that the 
people who are now on the rolls are dependent upon future taxes for 
part of their benefits and partly upon the trust fund, whereas con- 
tributors have a stake in the trust fund and also in future taxes, too. 

Chairman Curtis. That is correct. Is there any desire on anyone’s 
part that the trust fund should get smaller ¢ 

Mr. Bau. I am afraid I am not able to answer that question. 

Chairman Curtis. I will put it this way: let us assume that it 
was not the policy to cause that trust fund to become smaller—that 

that was established. Then the payment of all benefits from now 
on, those who are retired and those who will be retired, is dependent 
upon two things: the interest accumulation of the trust fund now and 
in the en the interest earnings, and the future tax; is that right? 

Mr. Baty. Yes, Mr. Chairman. 

Chairman Curtis. However, I agree with your point and we do 
not want these figures to be misconstrued. There is nothing in the 
law or the practice that says that those already retired have full 
claim to the trust fund and the others do not. That is correct ? 

Mr. Bau. I just did not want to leave the implication that the 
current workers did not have a stake in the trust fund. 

Chairman Curtis. Yes. However, the chart does show, does it 
not, that if a young man receiving a social-security card and starting 

to pay taxes has the notion that this system is a savings plan where 
his taxes are taken from him, put some place and allowed to accu- 
mulate and grow to an annuity for him, that that is not the way it 
operates; is it? 

Mr. Batu. No; I would say there is more of an insurance feature 
than a straight savings approach like that. 

Chairman Curtis. It is not a question of savings. It is not built 
on a savings plan? 

Mr. Bau. That is correct, Mr. Chairman. 

Mr. Wry. Earlier in our hearing today facts were presented show- 
ing that there were 2,644,000 primary old-age beneficiaries currently 
drawing benefits at the end of 1952; that these individuals had paid 
employee and self-employment social-security taxes amounting to 
an estimated total of $356,470,000 and that they have received a total 
of $3,665,400,000 in benefits up to the end of 1952. Referring to 
Actuarial Study No. 35, which is a publication of the Department 
of Health, Education, and Welfare, and to table 3 of that actuarial 
ours you show, do you not, that these same 2,644,000 primary old- 
age beneficiaries can be expected to receive an additional $11,677,- 
000,000 in future benefits, plus whatever amount of interest will be 
credited on the money being paid out to them; is that correct ? 

Mr. Myers. Yes, that is correct, Mr. Winn. In fact, the actual 
figure for the total amount of benefits to be paid out—in other 
words, considering that interest that you mentioned—is $13.5 billion. 
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Mr. Winn. In other words, past and future benefits for this group 
of beneficiaries will total in excess of $17 billion; is that correct, Mr. 
Myers? 

Mr. Myers. Yes, that is correct. The figure which I have for that 
is $17.2 billion. 

Mr. Winn. This outlay of past and future benefits for this one 
group will be equal to how many times the $356,470,000 in employee 
and self-employment taxes paid by this group ¢ 

Mr. Myers. About 48 times. 

Mr. Winn. In addition, Mr. Myers, secondary benefits will be paid 
to a substantial number of persons on the basis of earnings credits of 
these current primary old-age beneficiaries; is that correct? 

Mr. Myers. Yes, that is correct. 

Mr. Winn. Would you agree that this high ratio of benefits re- 
ceived in taxes paid, some 48 to 1, is at least partially illustrative of 
the reason why the trust-fund balance accumulated at the end of 
1952 was insuflicient to pay future benefits to current beneficiaries as 
of that date ? 

Mr. Myers. Yes, that is correct, that this is partially illustrative 
of the reason. Of course, there are many factors involved. Quite 
obviously if the system were such that individuals received benefits 
on a purely actuarial, individual equity basis, then the trust found 
would undoubtedly be more than suflicient. Of course, if the tax rate 
in the past had been higher than it was, then the trust fund, of course, 
would be larger than the $17.4 billion and there would then be no 
such deficiency as we have indicated in the previous discussion. 

Mr. Winn. If employer taxes paid on the wages of these same 
2,644,000 primary old-age beneficiaries were counted along with the 
taxes paid by the bene ficiaries themselves, the ratio of benefits paid 
out in taxes collected still would be approximately 24 to 1; is that 
correct ¢ 

Mr. Myers. Yes: that is correct. 

Mr. Winn. Taking into account these employer taxes as well as 
the fact that many workers failed to collect any substantial amount 
of benefits, either because of early death or because of continued em- 
ployment after they pass age 65, it still is true, is it not, that up to 
this time much of the difference between taxes paid and benefits re- 
ceived by current beneficiaries must be made up out of the social-se- 
curity taxes being paid by today’s workers and their employers, to- 
day’s workers whose eligibility for benefits lies in the future? 

Mr. Myers. Yes; in general it is correct that these amounts will 
have to be made up by future taxes. The question, of course, arises 
as to how you want to look at this. There are different ways. In the 
aggregate, of course, you can say that the money must come from 
the employer and employee taxes in the future. You can assign it, 
if you choose, to one or the other. To my way of looking at it, 
following the practice in private pension plans where the prior serv- 
ice cost is generally met by the employer, I would view the cost for 
prior service, as it were, under the social-security system being met 
by employer’ s taxes, both in the past and in the future. These em- 
ployer’s taxes, at least to my way of looking at it, are not earmarked 
for the benefit of the particular individual whose w: ages they are 
based on. 
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Mr. Winn. That is true, but at the same time we just pointed out 
that if you added the employer taxes to the employee and self-em- 
ployed taxes the ratio of taxes paid to benefits received has been at 
the rate of 24 to 1. 

Mr. Myers. Yes, that is correct; but, as I say, there is nothing in 
the law, of course, that says you must consider it, one way or the 
other. But, in the future, you could consider this difference as being 
made up from the emp Jloyer taxes. Of course, you could consider it 
as coming from both. It is just a matter of allocation, and the w ay 
of looking at it. 

Mr. Winn. Mr. Chairman, at this time I offer for inclusion in the 
record, with the request that it be marked “Exhibit 98,” a table en- 
titled “Estimated Amount of OASI Benefits Payable to Individual 
Worker Beginning at Age 65, Based Upon Normal Life Expectancy 
and Hypothetical Earnings in Covered Employment During Speci- 
fie Periods.” 

This table was prepared by the staff of the subcommittee, and 1 
based upon the existing provisions of title II of the Social Security 
Act. 

The assumptions upon which the table is based are set out in the 
table itself. 

Chairman Curtis. Without objection, it will be so received. 

(The table referred to, marked “Exhibit 98,” follows:) 
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ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


Mr. Winn. Mr. Myers and Mr. Ball, you have before you exhibit 
98. This exhibit purports to illustrate, does it not, the amount of 
employer and employee taxes that would be payable by and on 
behalf of an individual working at different wage levels and under 
different conditions as to length of OASI covered employment, together 
with the primary old-age monthly benefit amounts and the total 
amounts of benefits that would be payable under normal life expec- 
tancies at age 65 under a corresponding assumption, to an aged bene- 
ficiary or his dependent wife, assumed also to be eligible for wife’s 
and subsequently for widow’s benefit ; is that correct ? 

Mr. Myers. Yes; that is correct. 

Mr. Wrywn. In the case of an individual who attained age 65 in 
December 1952, and who first became entitled to benefits in January 
1953, based upon full-time covered employment during the period of 
January 1, 1937, through December 31, 1952, what is shown as being 
the total amount of monthly benefits that would be payable to him and 
his wife under normal average life expectancy rates ? 

Mr. Myers. In respect to the worker who was covered for maximum 
earnings during the period involved, namely from January 1, 1937, to 
December 31, 1952, total benefits would amount to $13,260 for himself 
and $8,390 for his wife, including widow’s benefits, or a total of 
$21,650. 

Mr. Wrxw. Now, in addition, a lump-sum payment of $255 would 
have been payable on the death of the husband; is that correct? 

Mr. Myers. Yes; that is correct. 

Mr. Winn. What would have been the total amount of taxes paid by 
and on behalf of the beneficiary in the hypothetical example ? 

Mr. Myers. The combined employer and employee taxes, assuming 
that this individual was an employee, rather than a self- employed 
person, would amount to $1,086. 

Mr. Wiyvy. In other words, total benefits payable under the assump- 
tions as outlined would be $21,650, and the taxes which would have been 
paid upon wages of the individual establishing eligibility for this 
amount of benefits, would have been $1,086; is that correct ? 

Mr. Myers. Yes; that is correct. 

Mr. Winn. What is the average life expectancy of a white male at 
age 65, Mr. Myers? 

Mr. Myers. The concept of life expectancy, of course, as you know, 
is not a simple one, because life expectancy varies, depending upon 
what mortality table is selected. Taking the latest population life 
table, as prepared by the National Office of Vital Statistics, for the 
years 1950, the figure for expectation of life of a white male at age 65 is 
13 years, which means that, based on the mortality rates in effect in 
1950, and assuming they stay in effect in the future, a man aged 65 
would, on the average, live for 13 years. 

Mr. Winn. And with the same conditions and assumptions, what 
is the average life expectancy of a white female at age 65? 

Mr. Myers. The same data show a figure of 15.3 years for white 
females. 

Mr. Winy. Now, still with reference to exhibit 98, Mr. Myers, call- 
ing your attention to item B under I, which has the same assumptions 
as in the illustration just given above, as to full work from the start 
of 1937 to the end of 1952, but at a level wage rate of $450 per calendar 








: 


nities 


coe aad Aaa EE yams 0 


tet 


SS cl, a ee 





PEER GL 








ANALYSIS OF THE SOCIAL SECURITY SYSTEM 785 


quarter, please state what is shown as being the total monthly benefits 
pay: able, and, in contrast, the total amount of employer and employee 
social-security taxes that have been paid. 

Mr. Myers. Under these conditions, the total monthly benefits would 
be $16,532, and the total combined employer-employee taxes would 
be $630. 

Mr. Winn. Now, with reference to item A under ITT, still on ex- 
hibit 97, the hypothetical situation set up here as that of a person 
aged 65 in June 1952, who first became entitled to benefits in July 
1952, based upon full-time covered employment of 6 calendar quarters 
only after the year 1950 at a level wage rate of $900 per quarter, 
please state, if you will, what is shown as being the total benefits 
that would be payable under normal life expectancy rates to a worker 
and his wife, together with total taxes that would have been paid by 
and on his behalf, under this set of assumptions ? 

Mr. Myrrs. In this case, the total benefits that will be payable 
amount to $21,635, while the total combined employer-employee taxes 
amount to $162 

Mr. Winn. After taking into account the fact that many persons 
upon whose wages taxes have been paid do not live to be age 65, 
and also that others continue working after age 65 instead of drawing 
benefits, would you say that this hypothetical illustration which we 
have been discussing is still illustrative of the reason why not enough 
tax funds have yet been accumulated by the end of 1952 in this OASI 
trust fund to pay future benefits to then current beneficiaries ? 

Mr. Myers. As I believe I indicated previously, this may be said 
to be one reason why this is the case, although there are other factors 
involved. Thus if the tax rate in the past had been higher, of course, 
the trust fund would have been higher, and there would have been 
sufficient funds in the trust fund to pay all future benefits to current 
beneficiaries. As, for instance, in an extreme case, if the combined 
employer-employee rate in the past had been 6 percent instead of the 
2 percent and 3 percent that it actually was. 

Mr. Wyn. Now, referring again to exhibit 97, Mr. Myers, which 
is the chart depicting the OASIT financial position at the end of 1952, 
that shows that there were approximately 87 million living persons 
with OASI wage credits, who were not drawing benefits as of the 
end of 1952, but who had contributed in FICA taxes more than $11 
billion. This exhibit also shows that of this number there were ap- 
proximately 56 million persons not beneficiaries who were active in 
employment or self-employment, to the extent of having earned quar- 
ters of coverage during the year 1952. 

This would indicate, would it not, that there are approximately 56 
million persons active in 1952 in the labor market, covered by the 
OASI program, for whom no tax funds have yet been accumulated 
in the trust fund for the payment to them of future OASI benefits? 

Mr. Myers. Well, in answer to that question, again it depends on 
how you look at it. If you assume that the present trust fund is 
allocated first for the liabilities for existing beneficiaries, then, as we 
have indicated previously, there would be no balance in the trust fund 
left over for any other individuals. 

Mr. Batu. Of course, Mr. Chairman, the same point that I made 
earlier is applicable here, and that is that there seems to me an alter- 
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native, and a perfectly proper way of looking at this: That accu- 
mulations in the trust fund are as much for current contributors as 
for current beneficaries and that future taxes are needed for both 
groups, rather than the allocation of the complete trust fund for 
present beneficiaries. It is the same point. 

Chairman Curtis. Yes. As I understand it, there is nothing in the 
law that says that money in there has to be used first to pay those 
who are already drawing benefits. However, they are a group who 
probably are all looking to that fund to be paid: is that correct? 

Mr. Baux. Well, I would think that both groups would be looking 
to the continuation of the system, Mr. Chairman, not just to the 
trust fund, but to the continuation of the income from taxes in the 
future, as well as the trust fund. 

Mr. Wrxwn. Now, data supplied to the staff by the Bureau, pre- 
viously introduced into the record, have shown that as of the end of 
1952 there were 66 million in a fully insured status, of which 2,644,000 
were drawing primary old-age benefits. If the 56 million nonbene- 
ficiaries with quarters of coverage are subtracted from the indicated 
63 million fully insured nonbeneficiaries, it is indicated, is it not, that 
there is an additional —, of approximately 7 million persons who 
already were fully insured, but not actively employed in OASIT cov- 
ered employment, as of 1952, for whom no tax funds have been laid 
aside for the payment of future benefits. 

Mr. Myers. First of all, in answer to that question, I believe in 
regard to the number of persons here that some of the 56 million non- 
bene liciaries with quarters of coverage are not necessarily insured, 
so that I do not know that you can subtract that from the 63 million. 

Actually, if you were trying to obtain this figure of the number of 
fully insured persons who ‘did not have a quarter of coverage in 1952, 
I believe you would come up with a somewhat larger figure than 
7 million, perhaps 8 million or 9 million. But I think if vou want the 
exact size you would have to further study the facts. 

However, as to the basic question, whether it is 7 million or 9 million 
persons, I think the answer is again the same as in regard to the 
previous question, and again, as Mr. Ball has pointed out, there are 
various concepts that can be taken as to what the existing trust 
fund means, and whose it is. 

Chairman Curtis. How much did the trust fund increase during 
calendar year 1952 ¢ 

Mr. Myrrs. In the calendar year 1952, the trust fund increased 
by almost exactly $1,900,000,000. 

Chairman Curtis. And what were the disbursements for benefits 
in calendar vear 1952? A round figure is all right. 

Mr. Myers. The total benefit payments in the calendar year 1952 
were $2.3 billion. 

Chairman Curtis. And the trust fund increased by what figure ? 

Mr. Myers. $1.9 billion. 

Chairman Curtis. Had the 1.4 million aged people who had in- 
sured status retired—and I am referring to that 1.4 million who did 
not retire, your rough estimate would be that in 1952 the trust 
fund would not have grown very much, would it? 

Mr. Myers. Offhand, I do not believe that it would have. I think 
the additional benefit payments in respect to those 1.4 million persons 
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would have been about $1.5 billion, so that that would leave a net 
growth in the trust fund of perhaps a little less than a half billion 
dollars. 

Chairman Curtis. There perhaps will never be a time where every- 
one will choose to take the benefits ? 

Mr. Myers. No. 

Chairman Curtis. And the reasons why individuals do or do not 
take the benefits is something that we do not have, as a matter of 
record. 

To put it another way, had everyone who could have applied for 
benefits in calendar year 1952 applied and drawn his benefits, our 
trust fund would have grown something less than a half billion 
dollars? 

Mr. Myers. Something in that vicinity, as a rough guess. 

Chairman Curtis. But in actuality it increased $1.9 billion. 

Mr. Myers. Yes, sir. 

Mr. Batu. Mr. Chairman, I am sure it is clear to you and to the 
other members of the committee that the kind of relationships between 
benefits and contributions that have been brought out this afternoon 
of very large benefit payments and very small employee contributions, 
are typical of any contributory retirement system starting out, be it 
a private or Government system. 

The same might be said of a life-insurance company starting out. 
The early deaths would naturally result in big benefits in relation to 
their contributions. 

I make the point only so that there may be no undue emphasis put 
upon these relationships. 

Chairman Curtis. I do not want to put any emphasis on them. I 
want them to speak for themselves because I think that the more in- 
formation the Congress has and the more information the people have 
on this general subject, the better will be the course that they choose. 

Now, of course, in a life-insurance arrangement they attempt a 
level premium payment plan, do they not? I mean, the general 
operation of the company has to sort of hit that. Is that not true? 

Mr. Myers. Yes, Mr. Chairman. 

Mr. Batu. The only point I was making in relation to the life- 
insurance company was that as the company started out, naturally, it 
would follow that in the early years the people who died and on whose 
behalf benefits were paid, would have had the opportunity to have 
paid in premiums for only a small number of years. 

Chairman Curtis. You are speaking from the standpoint of the 
individual? 

Mr. Bau. Yes. 

Chairman Curtis. All right. 

Mr. Batu. So that if you take the beneficiaries of the life-insurance 
company in the early years of that company and compare the benefits 
that they get with the contributions that have been paid in return 
for those benefits, you naturally get very large benefits and very small 
contributions. 

As the company ages, that is no longer true. I am pointing out 
that this is not unusual. 

Chairman Curtis. What you are saying is that, if we made no 
amendment to the law, a young chap that becomes 21 years old 15 years 
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from now, or in 1968, and who paid in taxes for 44 years, is going to 
pay a lot more money per year for a lot more years than these people 
now ? 

Mr. Baty. Yes. My general point is that this is typical of private 
plans starting out, and also of this kind of system st: irting out. Itis 
not typical over the life of the system, as you say. 

Chairman Curtis. Yes; but it is true that an individual 50 years old 
has only 15 years in which to pay until he reaches 65, but the young 
man who is going to start today for 44 years, and whose starting point 
is not until 15 years from now, will have a tax rate that is going to 
have to be a lot higher than it is at present. Is that not so? 

Mr. Bau. Yes. 

Chairman Currts. Assuming the system had no amendments? 

Mr. Batn. Yes. The act contemplates an increase in the tax rate in 
accordance with the schedule. 

Chairman Curris. It would have to be larger, would it not? 

Mr. Batt. Yes, Mr. Chairman. 

Chairman Curris. Several times larger? 

Mr. Batu. Well, not several times. The present law contemplates 
about twice as high a rate. 

Chairman Curris. That gets into a lot of things which we cannot 
predict. Our guess as to what would happen a century from now 
would be about as good as if they had guessed in 1903. 

Mr. Wiyy. Mr. Ball, when you used the life-insurance just starting 
out as an analogy, as a matter of fact, 1 might take out a policy 

today and die tomorrow, whereupon the beneficiary gets paid the face 
amount of the policy as a result of my having paid ‘only the original 
premium. That is going to be true whether the company st: arted last 
week or is a hundred years old. 

Mr. Bau. Yes; but if you take all these beneficiaries and compare 
with all the premiums paid in by those who die with a company in 
operation only a few years, you will see that the benefits will be very 
large compared with the premiums of those who die because every- 
body will have been in the situation that you just described. They 
will have paid in only their first or second or third premiums, and yet 
they get full benefits. 

So if you just compare what they have paid in with the benefits, 
they get in the early years of a company, you get this kind of relation- 
ship. 

If the company is 50 years old, a lot of the people dying then are 
people who have paid in for 50 years, and their contributions against 
total benefits paid out have a much closer relationship. 

Chairman Curtis. You would not mean to say that I could get a 
better bargain in a newly formed life insurance company than in one 
that is older? 

Mr. Bau. No. I am taking all the benefits together, versus all the 
contributions paid by those who die in the early years. You look at 
the situation in the early years and just compare the premiums that 
have been paid for the individuals who are getting the benefits in the 
early years, and it is bound to turn out that the benefits that are paid 
are much larger than the premiums that those individuals have paid. 

Chairman Curtis. Of course, I think we might have a little diffi- 
culty in making this comparison here because, in the first place there 
are many types and plans and kinds of life insurance, are there not ? 
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Mr. Batu. I would not press this analogy too far, but just that one 
point. 

Chairman Curtis. There are many kinds of life insurance, are there 
not ¢ 

Mr. Batu. Yes, sir. 

Chairman Curris. And there are many ways of financing? 

Mr. Batu. Yes, sir. 

Chairman Curtis. Maybe some of the States still permit assessment 
life insurance societies, I do not know. I expect that that is true. But 
that is something operated on a contract basis with the individual, 
is it not? 

Mr. Bau, There are many other differences, yes. 

Chairman Cuetis. But it is something that is operated on a con- 
tract basis with the individual, is it not ? 

Mr. Batu. Yes, sir. 

Chairman Curtis. We are through with that part, Mr. Ball. We 
might go on for 5 minutes, and then take a recess. 

Mr. Winn. Mr. Myers, as Chief Actuary of the Social Security Ad- 
ministration, and previous to your appointment as Chief Actuary, 
you had made projections of cost estimates of the OASI program, have 
you not? 

Mr. Myers. Yes; that is correct. 

Mr. Winn. And in that connection, have you made projections of 
costs for this program well into the 2ist century? That is, after the 
year, 2000 ¢ 

Mr. Myers. Yes; that is correct. Our latest estimates go for some 
50 years beyond the year 2000. 

Mr. Winn. You have also made short-term projections, have you 
not ? 

Mr. Myers. At times I have made short-term projections of costs, 
for instance, when I was on the staff of the Ways and Means Com- 
mittee, in connection with the 1950 amendments. But, primarily, my 
duties involve making long-range cost estimates, and the short-term 
cost projections are made in the Bureau of Old-Age and Survivors 
Insurance. 

Mr. Winn. You are familiar with those short-term cost projections 
that are made in the Bureau of Old-Age and Survivors Insurance, 
are you not? 

Mr. Myrrs. Yes; I am familiar with them because, of course, in 
order to make long-term cost projections, you must go through the 
early years, with which the short-term projections deal. As a matter 
of actuarial interest, I have always considered the short-term pro- 
jections made in the past. 

Mr. Winn. Has subsequent cost experience verified the accuracy 
of the early short-range projections, Mr. Myers? 

Mr. Myers. By early short-term cost projections, I presume you 
mean those that were made in the early 1940’s just after the act became 
effective as to the payment of monthly benefits ? 

Mr. Winn. That is right. 

Mr. Myers. Of course, as I am sure you will appreciate, there is 
no absolute standard of accuracy. No estimate can ever exactly hit 
the actual experience. However, talking in relative terms, the 
early short-range cost estimates that were made were not too close 
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to the actual experience. This really could be expected, at least as to 
benefit payments, because, when a system begins, we have no indi- 
cation as to just what retirement rates are going to be, just how many 
persons will be insured, and so forth. 

In actual quantitative terms, in the earlier short- range costs sys- 
tems, it might be said that the benefit payments were, as ; estimated 5 
years into the future, roughly 100 percent too high, as the actual ex- 
perience showed. 

On the other hand, the contribution income estimated was as much 
as 45 or 50 percent too low. 

The reason for that, I believe, is fairly evident when you consider 
that the estimates were made in probably 1939 and 1940. In making 
them for 1945 the effect of the war, the rise in wages, and the rise in 
employment then, naturally, resulted in the estimates being very con- 
siderably on the low side as to contributions. 

Mr. Winn. The only reason I used the phrase “early short-range 
cost projections” was because I assume that it would only be the early 
ones on which you had actual cost experience to compare them with. 

Mr. Myers. Perhaps I could go on a bit more. 

Mr. Wry. Yes. 

Mr. Myers. When I referred to “early” that was the earliest. 

As I said, when a program goes into effect you do not have too 
good an idea as to just what the benefits will be, particularly in the 
first few years of operation. After the system has been in effect for 
a few years, and a benefit roll has been built up, then the short-range 
cost estimates can be made with relatively greater accuracy. Thus 
taking the most recent years’ experience, the benefits have been esti- 
mated, I would say, on the whole, within about 5 percent, while the 
contribution income has been subject to a little more variation than 
that, roughly 5 to 10 percent off. 

Mr. Win. In your opinion as an actuary, can OASI cost pro- 
jections be made for the long pull, with any greater degree of ac- 
curacy than they can be made ‘for the shorter periods ? 

Mr. Myers. No. I would say that on the whole the estimates for the 
shorter periods would be far more accurate, especially when you have 
a system already in operation with roughly 5 million or more bene- 
ficiaries currently on the rolls. You have a sound basis, at least, for 
projecting for a few years, whereas in a long-term projection many 
factors are involved and it is therefore subject to greater variability. 

Mr. Wrnn. In that connection, Mr. Myers, when Mr. Altmeyer 
was before the Ways and Means Committee on November 27, 1944, 
78th Congress, 2d session, and the matter under consideration was 
the freezing of the social-security-tax rate, at that time the chairman 
of the Ways and Means Committee said this—and I now quote from 
the hearings: 





Do you think that anybody can make an estimate that would be accurate 
enough to be used as a basis for calculating and levying taxes on something 
that will happen 20 years from now? If we could do that, why do we not impose 
a tax and say that we are done with it for 20 years? 

Mr. ALTMEYER. It seems to me that this is not just a tax bill. This is an in- 
surance system, and I believe that the actuaries can make better long-range 
estimates of the cost than they can make short-range estimates. I think the 
actuaries would tell you so. 


I take it from the answer to the previous question that you do not 
agree with Mr. Altmeyer in that connection ? 
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Mr. Myers. As I have said previously, once a system has been going 
for a few years, certainly the short-range cost estimates should be 
more ualiaiie. 


Chairman Curtis. If you are through with that particular question, 
I think we will declare a recess. There is going to be a swearing in of 
a Social Security Commissioner and the committee will resume in 30 
minutes. 

(At this point a recess was taken, after which the hearing was 
resumed. ) 

Chairman Curtis. The committee will come to order. We will con- 
tinue with Mr. Myers’ testimony. 

Mr. Winn. Mr. Myers, just before the recess I asked you your 
opinion as to the accuracy of OASI cost projections over the long 
Ve Ange. 

I would like to point out to you that again, on November 27, 1944, 
at page 25 of the hearings before the Ways and Means Committee, the 
chairman of the Ways and Means C ommittee, in discussing short- 
range projections with Mr. Altmeyer, said: 

The CHAIRMAN. They are bound to admit that for the first few years their 
estimate was wide of the mark. 

Mr. ALTMEYER. Right. 

The CHAIRMAN, lf they are wide of the mark for 2 or 3 years, how can you 
depend upon them for 20? 

Mr. ALTMEYER. Because, as I pointed out, the actuaries knew when they made 
these estimates in a year-by-year basis, particularly for the early years of the 
system, that the margin of error is tremendous. Now, that margin of error 
declines as the system matures. We know that the average span of life probably 
can be increased—we hope so—but the margin of error grows less because the 
factors involved are what the actuaries call vital factors to a larger extent than 
the economic factors. 

A war, for example, throws us way off in these early years. 

The CHAIRMAN. We were away off before the war came. 

Mr. ALTMEYER. All right. And the average age of retirement throws actu- 
aries away off in the first few years of the system. 

The CHAIRMAN. If they are thrown off in the first few years, how could you 
follow them 20 years from now? 

Mr. ALTMEYER. Because the margin of error declines as you make estimates 
based on vital factors, such as the length of life. 


I gather from what you say, Mr. Myers, that you do not agree 
with Mr. Altmeyer as to the accuracy of long-range cost estimates in 
the field ¢ 

Mr. Myers. As I said, long-range estimates cannot be made with 
the same accuracy as short-range estimates, especially if the estimates 
are for a program in operation and paying a sizable number of bene- 
ficiaries, as OASI is now doing. 

Mr. Wixn. Now, again, on January 13, 1944, before the Ways and 
Means Committee, the chairman of that committee had a colloquy 
with Mr. Altmeyer as follows: 


The CHAIRMAN. Doctor, is it not a fact that your estimates, whether made by 
you or your actuaries—and you laid great stress upon the actuaries, and of 
course we have to have them in life insurance—that your estimates as to receipts 
have been too low? 

Mr. ALTMEYER. That is right. 

The CHAIRMAN. One hundred percent too low, and your estimates as to bene- 
fits have been too high—100 percent too high, or more? 

Mr. ALTMEYER. Yes. 

The CHAIRMAN. More than 100 percent too high. They have not been half as 
large. Now, then, if you and your actuaries have been that far off in your cal- 
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culations, how can we intelligently legislate and increase the tax, looking so far 
ahead in the future, when the tax estimates for 5 years ahead have been shown 
to be fallacious: How can we do that? 

Mr. ALTMEYER. Well, the factors that go into estimating on a long-run basis 
are much more determinable. j 

The CHAIRMAN. Yes; but you are doing that on the basis of estimates. 

Mr. ALTMEYER. Yes. 

The CHAIRMAN. You do not have knowledge. 

Mr. ALTMEYER. No; not absolutely conclusive data. 

The CHAIRMAN. Now you have had the same estimates by the same actuaries. 

Mr. ALTMEYER. Yes. 

The CHAIRMAN. And since you have missed so far on short range, up to date, 
on every estimate you have made, looking just 5 years ahead, how can we safely 
legislate that far in advance on estimates made on the same basis? 

Mr. ALTMEYER. Because the factors that go into making short-range estimates 
are so much more uncertain than the factors that go into making long-range 
estimates. 

I gather that it is correct to say that you do not agree also with 
that statement; is that correct, Mr. Myers? d 

Mr. Myers. Well, there are parts there that I did agree with and 
parts that I did not. 

Mr. Winn. As to the accuracy of making long-range estimates? 

Mr. Myers. As to the accuracy of making longe-range estimates. 
As I said before, on the whole, long-range estimates cannot be made as 
accurately, although there are always special circumstances that you 
could pick out where the reverse would be the case, as for instance dur- 
ing a widely fluctuating business cycle. 

Mr. Winn. Actuarial science is an old profession; is it not, Mr. 
Myers? 

Mr. Myrrs. Yes; that is correct. In fact, you might say it really 
started at the end of the 17th century when Graunt collected the first 
really accurate and valid mortality statistics. Shortly after, deWitt 
made some annuity calculations for a type of Government annuity, 
and this was performed on a fairly scientific basis. Then, too, Halley 
made the first scientific life table. 

In fact, as far as organizations of actuaries are concerned, the oldest 
such organization is now more than a century old. 

Mr. Wixn. The actuarial science is much older than social insur- 
ance; is it not? 

Mr. Myers. Yes, that is true. I think you could really say that 
social insurance began certainly not much before the 1870’s or 1880's. 

Mr. Wrxn. Actuaria] science normally deals with life insurance 
and annuities; does it not? 

Mr. Myers. Yes; that is correct, although, of course, actuaries 
sometimes get further into other fields, involving contingencies of 
sickness and disability and so forth, but primarily it de als with life 
contingencies. 

Mr. Winn. Mr. Myers, in life insurance a premium is paid by the 
insured in exchange for a promise by the insurer that the insurer will 
pay the beneficiary a sum certain in case of death of the insured within 
the time specified in the contract; is that correct ? 

Mr. Myers. Yes, that is correct. 

Mr. Winn. Now, an annuity contract may be said to be an insur- 
ance contract in reverse; that is, the annuitant pays a certain sum of 
money in one or more installments to the insurance company and in 
exchange therefor, and as of a fixed time, the company agrees to pay 
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the annuitant a monthly income so long as the annuitant lives; is that 
correct ¢ 

Mr. Myrrs. Yes, that is correct. 

Mr. Winn. Now, in determining how to operate either an insurance 
or an annuity business, the insurance company must have what are 
known as life tables; must it not? 

Mr. Myers. Yes; that is correct. Life tables are really the basis 
foundation of the life-insurance and annuity business. 

Mr. Winn. These are records which are based on actual experience 
and past trends as to the life expectancy of human beings at certain 
ages? Is that so? 

Mr. Myers. Yes. At least, most lift tables are based on actual 
experience and past trends. In fact, you might say the only excep- 
tions are what are called forecast tables that ‘ae an attempt to 
predict or forecast what mortality will be in the future, but they, 
too, are basically determined from past experience. 

Mr. Winn. With usually a margin for safety added ? 

Mr. — is. Yes; that is often done. 

Mr. Winn. Now, in addition, the company knows that the money 
paid into the company in the form of premiums will earn an income 
pending the time when the company will have to pay out death claims 
or annuities, does it not? 

Mr. Myers. Yes; that is correct. 

Mr. Winn. And the rate at which it will earn this income is pre- 
dicted by the company, is it not ? 

Mr. Myers. Yes. The company must use some rate of interest and 
it makes its best prediction or guess as to what that will be. 

Mr. Winn. And on the basis of these two factors, plus administra- 
tive expense, ' the company then determines how much the premium 
should be for a certain insurance policy or annuity contract, does 
it not ? 

Mr. Myers. Yes. 

Mr. Winn. From time to time the premium rate charged to new 
policyholders can be and is adjusted to take account of the diver- 
gence of subsequent experience from earlier predictions; is that 
correct ? 

Mr. Myers. Yes; that is correct and, of course, for previous policy- 
holders in a mutual policy where dividends are paid, adjustments 

‘an be made to reflect differences from actual experience and past 
estimates. 

Mr. Winn. In social insurance, such as old-age and survivors in- 
surance, there are many more factors to be taken into consideration, 
are there not ? 

Mr. Myers. Yes; there are a great many more factors than merely 
mortality, interest, and administrative expenses. 

Mr. Winn. At the time a person is initially covered in OAST, 
there is no fixed amount to be paid in the event of death, nor is there 
a fixed amount to be paid when the worker reaches the age of 65 
is that correct? 

Mr. Myers. Yes; that is correct. The amounts can vary, depend- 
ing on many factors, such as family composition, future employment, 
future wages, age at retirement, et cetera. 

Mr. Win. As of December 31, 1952, there were how many persons 
receiving OASI monthly benefits? 
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Mr. Myers. On that date there were 5,026,000 monthly benefi- 
ciaries, including retired workers, their dependents, and survivors 
cf deceased individuals. 

Mr. Winn. Now, as to those five million-odd persons, and only as 
to those persons, what factor or factors will determine the total cost 
of the OASI system, that is, the sum total of all future money to be 
paid to recipients who are receiving benefits as of December 31, 1952, 
as widowed mothers of young children, young children, aged widows, 
and other aged dependents and primary benefits to retired workers. 

Mr. Myers. There are a great many factors so involved. Perh: aps 
the most important is mortality. Then there are other factors, in- 
cluding the remarriage rate for widows, the attainment of age 18 of 
children, marriage rates of children, and future employment history 
of the beneficiaries, since in the event they are engaged in substantial 
covered employment their benefits would be suspended. 

Mr. Winn. Now, future benefits that are going to be paid to per- 
sons who will claim them at some time in the future have a minimum 
and a maximum, so far as the total amount of benefits are concerned, 
but nevertheless, the range is very wide between the maximum and 
the minimum potential claim payments for individuals, is it not? 

Mr. Myers. Yes; that is correct, because the payments can vary in 
size because of the wage level of the individual, and also according 
to his family composition. 

Mr. Winn. Now, looking at this chart for a moment, which is on 
the easel, and this gray area in bar 3, which shows how much is yet to 
be paid to-beneficiaries on the rolls as of December 31, 1952, the 
monthly payments to each of those persons has already been deter- 
mined, has it not? (The chart is on p. 772.) 

Mr. Myers. Yes; that is correct. 

Mr. Winn. So we know what the payments will be to each of 
them ? 

Mr. Myers. Yes; that is correct. 

Mr. Winn. Under the present statute ? 

Mr. Myers. Yes. Of course, assuming the present statute continues. 

Mr. Winn. Now, as to those who come on the rolls after January 1, 
1953, however, there is no way in the world to tell us on that date what 
the total monthly payments would be, is there ¢ 

Mr. Myers. No. ‘The amount of the payment to them is not fixed 
in each individual case, because it depends on the events in the future. 

Mr. Winn. Including the number of children he has when he dies, 
what his wage rate is when he retires, and all the other factors that 
we will discuss later. 

Mr. si . Yes; that is correct. 

Mr. Winn. Just to sea ate this maximum and minimum range, 
Mr. meen on page 4 of Actuarial Study No. 37, which was pub- 
lished by the Be cou of Health, Education, and Welfare in 
August of 1953, the Department illustrates the maximum amount of 
survivor insurance under old-age and survivors insurance, with a 
family composed of a man with an average monthly wage of $300, with 
a wife aged 47, and 4 newborn children. 

Now, in that actuarial study, you say that the survivor insurance in 
force at that moment for that family has a present value of $31,650; 
is that correct ¢ 
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Mr. Myrrs. Yes, that is correct for that particularly, definitely 
admitted extreme case. 

Mr. Winn. It isa maximum case? 

Mr. Myers. The absolute maximum that could be conceived of here. 

Mr. Winn. That is right. We are trying to give the range, and I 
am going to the minimum in just a few minutes, and I think it will be 
the absolute minimum that will be conceived of. But the maximum 
is this $31,650 present value. Of course, should the father and hus- 
band in the illustration die at the moment that the qui adruplets were 
born, under the present scale, benefits considerably more than $31,650 
would be paid by the system to that family ; would they not 

Mr. Myrrs. Yes, that is correct, because the $31,650 figure is a pres- 
ent value, whose meaning I explained in my previous testimony. 

In actuality in this particular case the amount of benefits that would 
be paid out would total around $43,500. 

Mr. Winn. Now, Mr. Myers, let us assume that this husband and 
father had a twin brother, who duplicated every step made by the 
father that has been referred to above, except that the twin brother did 
not marry. Both brothers entered the labor force at the same time, 
averaged the same salary, and died on the same day. Now, this twin 
brother who had no dependents as of the date of his death, had $255 
of social insurance in force, did he not ¢ 

Mr. Myers. That is correct. 

Mr. Winn. Then the potential obligation of the old-age and sur- 
vivors insurance system as of the day these two boys entered the cov- 
ered labor force could vary between $255 and $31,650, the latter sum 
being 125 times the former? 

Mr. Myers. Yes, that is correct. 

Mr. WINN. It becomes important for an actuary in social insurance 
to know the rate at which he can expect this social insurance to 
fluctuate ; does it not 

Mr. Myers. Yes, it is extremely important to have some idea about 
that. I do not think we can ever really know those facts, but at st ast 
appreciating the variation, that is extremely important for us, in 
preparing any sort of cost estimates or cost illustrations. 

Mr. Winn. Mr. Myers, as a matter of fact. we have assumed the 
first, or at least one of the factors that one needs to know, and that 
is the age at which workers will enter the labor force. 

With what accuracy, in your opinion, can you determine for the 
future the age at which workers will enter covered employment ? 

Mr. Myers. In regard to the age at entry of workers into covered 
employment we, of course, do not have any precise knowledge of 
what will happen in the future. It will depend on general economic 
conditions, the amount of education that people will receive, child- 
labor laws, and so forth. Of course, within a broad range, we do have 
some idea of the ages at which people will enter employment because, 
for most children, there will not be any employment before, say, ages 
17 or 18, while it seems unlikely that many people will enter the 
labor market for the first time after age 25. But that is a relatively 
broad range of entry ages. We do have some knowledge of it, without 
having complete and precise knowledge. 

Mr. Winn. The number of people that go to college affects it also? 
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Mr. Myers. Yes. That is very true. In regard to the educational 
side of it, if all of our children went through college in the future— 
or virtually all—as perhaps you might say they are doing with high 
school or at least junior high school now, then the age of entry into 
the labor force would be in the early twenties, whereas perhaps now 
it might only average out to around age 18. 

Mr. Winn. To the extent that they go to post-graduate schools, it is 
further postponed ? 

Mr. Myers. That is correct. 

Mr. Winn. Does experience as to any of the factors determining the 
age at which people enter the labor force establish any trend or basis 
for making a reasonably dependable projection for this in the future ? 
You said that you could make a broad-range estimate, but that is 
about all ? 

Mr. Myers. Yes, that isabout all. We know in the past, looking back 
hundreds of years ago, that children entered the labor market, I 
suppose, at ages 8 or 10 or 12. We do not expect anything like that 
to happen again, but we do not know precisely what the trend will be. 
We cannot just project the past trend or we would have an average 
entry in the thirties. On the other hand, as you pointed out, if most 
people go through college and do post-graduate work, we may have an 
older age at entry into the labor market than we now could con- 
ceive of. 

Mr. Wry. Is it correct to say that the marriage rate has an effect 
on the projected costs of benefits under the OASI system ? 

Mr. Myers. That too has a very important effect, because so many 
of the benefits are based on the man’s marital condition. If he has a 
wife there are extra benefits paid when he retires, or if he dies and 
leaves a wife, there are survivor benefits payable to his widow, as long 
as she has children or when she becomes aged. 

Furthermore the marriage rate has had an effect in regard to the 
fact that women cannot get benefits both in their own right and as 
dependents. 

So we must make estimates as to the proportion married at various 
ages, and at various times in the future. 

Mr. Winn. What reliance can you as an actuary place on a pro- 
jected marriage rate based on past experience, Mr. Myers? 

Mr. Myers. Well, the marriage rate is a very difficult thing to make 
any forecasts of, forecasts that you can be certain will come true. In 
fact, you cannot make such a forecast, the reason being that the mar- 
riage rate, for one thing, varies considerably with general economic 
conditions. In times of depression marriages are postponed and the 
marriage rate falls. In times of good economic conditions, the mar- 
riage rate rises rapidly and is at a high level. War too affects the 
marriage rate. Besides all that there may be long-term trends in 
the marriage rate, people getting married younger or older, and on 
that subject there is really relatively little information. 

Mr. Winn. As a matter of fact, Mr. Myers, this problem of the age 
of entry into the labor force and the problem of the marriage rate 
are both problems that do not arise to plague the normal life insurance 
or annuity contract actuary, are they? 

Mr. Myers. That, of course, is very true, because the insurance- 
company actuary merely has to be concerned with interest and mor- 
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tality and administrative expenses. Of those three, the most im- 
portant is probably mortality, which is undoubtedly, of any of the 
factors we have discussed so far, the most subject to any sort of accu- 
rate prediction or projection. In fact, that is the very reason our 
life-insurance industry has grown so rapidly, because it can be put 
on a quite scientific basis. In regard to the interest rate, of course, 
there are fluctuations possible, but that also tends to be a somewhat 
slow-moving element. 

Mr. Winn. Then, of course, the life insurance is dealing with in- 
dividuals, except in group insurance, so that they have the benefit of 
the examination and the other factors that are involved in individual 
contracts ? 

Mr. Myers. Yes; that is true, and insurance companies also have 
what you might say are closed-end contracts to deal with. When they 
sell a policy, they merely have to stick with that policy for the life of 
the individual, and they do not have to guarantee to issue that policy 
to all future individuals. When you consider group insurance, the 
general procedure is that the company will not continue to take in 
new groups at those same rates, and frequently it can vary the rates 
on that particular group after a certain interval of time has elapsed. 
So, life-insurance actuaries have to deal with closed-end groups, and 
if they have bad experience on a certain type of policy, they can cease 
issuing that one and issue the ones that are providing the company 
with a favorable or equitable experience. 

Mr. Winn. Now, Mr. Myers, is it also correct to say that popula- 
tion change by births present a factor which has an effect on the pro- 
jected costs of benefits? 

Mr. Myers. Yes; the birthrate is a very important factor, not only 
because there are benefits payable in respect to children, as both sur- 
vivors and children of retired worker, but even more important, the 
birthrate affects the growth of our country. It is important in deter- 
mining what size labor force we will have in the future, and the labor 
force determines the number of contributors and the amount of con- 
tributions received toward the support of the system. 

Mr. Winn. Mr. Chairman, at this time I offer a chart which I 
ask be included in the record as exhibit 99. This chart is entitled 
“Tomorrow’s Children—Tomorrow’s Young OASI Dependents—Are 
Not Yet Born.” 

This chart was prepared by the staff of the subcommittee, and is 
based on the evidence which was introduced at the hearings held by 
the subcommittee last July, by the officials of the Bureau of the 
Census, of the United States Department of Commerce. 

Chairman Curtis. Without pletion, it will be marked “Exhibit 
99” and received in the record. 

(The chart referred to, marked “Exhibit 99, follows :) 
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Mr. Winn. Now with regard to this problem of the birth rate, 
Mr. Myers, for instance, when a worker dies and leaves no children 
under 18, the system is not required to begin monthly payments to the 
widow and the children, is that correct ? 

Mr. Myers. If there are no children under 18 and the widow is not 
yet 65, there are no monthly payments due. 

Mr. Winn. On the other hand, when the worker dies and leaves 1 or 
more children under 18, the system does begin monthly payments to 
the survivors ¢ 

Mr. Myers. Yes, that is correct. 

Mr. Winn. And each child up to 3, under 18, increases the cost of 
the system, is s that correct ? 

Mr. Myers. Well, in general that is true, although there are certain 
ranges of benefit amounts where nothing additional is paid for the 
third child, but rather, the maxim is reached with a widow and two 
children. But in most. cases, a somewhat larger benefit would be 
paid where there is a widow and 38 children than if there is a widow 
and 2 children. 

Mr.Winn. And payments by the system will be continued nntil 
the youngest child reaches 18 years, is that correct ? 

Mr. Myers. Yes, that in general is correct. There are certain other 
reasons that benefits terminate, such as the marriage of the child, 
but on the whole the major cause of termination of child benefit 
is attainment of age 18. 

Mr. Winn. So not only is the number of children important, but 
also the age pattern. For the younger the child or children the more 
the costs, is that not true ? 

Mr. Myers. Yes, that is correct. 

Mr. Winn. And it is also true, is it not, that as the projections 
probe further into the future, the intervening birthrate becomes more 
and more crucial in the determination of costs ? 

Mr. Myers. Yes, that is very true. If I might add a few words 
about projecting the birthrate or estimating the future birthrate, that 
is perhaps one of the most uncertain of all the factors involved in che 
cost estimates, because it can fluctuate so greatly. For instance, as 
compared with the entry age into the labor force, I think we could feel 
fairly certain that it is going to be anywhere from 18 to perhaps 25 
We do not expect to retrogress into the past and have child labor 
again. Likewise we could not very well afford to have people educate 
themselves for years and years in postgraduate work. But, on the 
other hand, the birthrate can fluctuate greatly, and for that reason, 
in our latest cost estimates, we have felt that it is such a unpredictable 
factor that we just assumed the birthrate level into the future. In 
other words, we dropped off, after a short period of time, from the 
present. rate to a somewhat lower rate because we did not think that 
any long-term trend in the birthrate could be predicted. 

Chairman Curtis. And that same factor enters into the income of 
the system as well as the cost, does it not ? 

Mr. Myers. Yes, sir. 

Chairman Curtis. The number of people in the working force 
upon whom OASIT taxes might be levied 50 years from now is de »pend- 
ent on what happens to the birthrate ? 
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Mr. Myers. That is correct, Mr. Chairman, and I believe that as 
between the income and the outgo sides, the birthrate is more impor- 
tant on the income side, that is, the number of contributors that there 
will be some 20 to 50 years from now. 

Chairman Curris. And if those factors, whatever they are, make a 
difference in the size of the family, then if you have a trend toward 
small families for a period, followed by a trend of larger families 
in this country, you get a result where probably there would be a 
smaller group of working people, proportionately, and a larger group 
of children. Of course, the reverse could be true. 

If you had a rather extended period of large families and then the 
trend would be reversed, you might have greater numbers in the 
working force with a smaller number of children than anticipated 5 
is that correct? 

Mr. Myers. Yes; that is correct, and that is quite possible. 

Mr. Winn. For instance, Mr. Myers, when you project to the year 
2050, the baby born today, that is, November 94, 1953, if he lives until 
that year, will be 97 years old in November of 2050; is that correct ? 

Mr, Myers. Yes; that is correct. 

Mr. Wrxwn. And most of the people who will be receiving benefits 
as aged, retired people, in 2050 will not be born until the period 
between the years 1955 and 1985; is that right? 

Mr. Myers. Yes; that is correct. 

Chairman Curtis. May I observe right there that, while I realize 
the limitations of the people in estimating population, I still think that 
that is easier than to guess what the Congress might do in the next 
hundred years. 

Mr. Myers. Yes. Of course, that is quite true, Mr. Chairman. 
Our estimates, of course, all assume that the present law remains 
unchanged in the future, despite the fact that we recognize that the 
law has been changed in certain important respects several times 
in the past. 

Chairman Curtis. There can be pressures to increase taxes, to freeze 
automatic raises, to change retirement age, to change the level of 
benefits. In fact, I think that puts one of the heaviest burdens on 
the estimators. 

Mr. Myers. If I might add at that point, I think population projec- 
tion, which is an essential part of the cost estimates is, perhaps, in 
many of its respects at any rate, the easier part of the job. 

Now, if I would have your permission, I might point out, as per- 
haps I should have done earlier, why our estimates go beyond the 
year 2000. 

Chairman Curtis. Do so, please. 

Mr. Myers. I might point out why they go to the year of 2050. 

The reason we did not stop at the year 2000 in our current estimates, 
as compared with what we had done previously, is the result of some 
of our studies. We found that if we stopped at the year 2000 that 
might be viewed as the ultimate and maximum cost. The year 2000, 
as it happens, is a peculiar year from the population standpoint. At 
that point, a ‘substantial and in fact perhaps the greater proportion 
of the aged population represents the survivors “of the depression 
years, the 1930’s, when relatively few children were born. 
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When we come to the year 2000, I think that, despite all the diffi- 
culties of making future population projections, the aged population 
will be relatively low. We will have a situation somewhat parallel 
to the case that the chairman just gave in regard to children, where 
he pointed out that in some years you might have small families and 
in later years you reo have larger families at the same time that 
the relatively low number of children became part of the labor force. 

In the same way, in the year 2000 the aged population will be 
relatively small as compared with what it will be in the next 
15 or 20 years, when the survivors of the very large numbers of births 
in the 1940’s and currently are reaching age 65. 

Therefore, if we merely stopped at the vear 2000 we would be 
showing a relatively misleading picture by showing a relatively low 
burden of the aged population as against the productive population 
in the age group 20 to 65. 

Actually, with the assumptions that we have made, conditions more 

or less level out after the year of about 2025 so that, in effect, our cost 
saan ites merely go for 75 years, for all practical purposes. At that 
time they give, I believe, a somewhat better long-range picture of 
what eventually the burden of old-age ae would be than if 
we looked at the artificially lower year of 2000. 

Mr. Winn. Do you have a copy of exhibit 99 in front of you, Mr. 
Myers? 

Mr. Myers. Yes, I do. 

Mr. Winn. What you are saying is reflected to some extent, is it 
not, if we look at the bars for the year 1950 and see that the ground 
from 10 to 20 is somewhat truncated, the 10 to 14 and the 15 to 19 
group; is that correct ? 

Mr. Myers. Yes, that is correct. 

Mr. Winn. And then you relate that over to 1980 here and we find 
that the group from 40 to 50 is lower than you might otherwise expect 
it to be because they are the depression children ? 

Mr. Myrrs. Yes, that is correct. 

Mr. Winn. And then you get to the year 2000 and you find this 
group from 65 to 69 very short compared with the group of 70 and 
over. I, of course, realize that the 70 and over is a much longer period, 
but, nevertheless there are your depression children in the 65 to 69 
group; is that true? 

Mr. Myers. That is true. 

Mr. Winn. And by 2050, presumably, the depression children will 
have left us? 

Mr. Myers. That is true. If this chart were carried on for an- 
other 10 or 15 years, it would show a very considerable rise in the 
number of aged, 65 and over. 

Mr. Winn. Nevertheless, though, in the year 2050, the great ma- 
jority of the children and their widowed mothers, who will be receiv- 
ing survivors’ benefits will be those persons who have not been born 
until after the year 2000; is that not true? 

Mr. Myers. Yes, that is true, as you say, for the great majority of 
the cases. The labor force in 2050 will be made up almost entirely 
of persons born after the year 1985. 

Mr. Winn. Now, when Dr. Shryock of the Census Bureau testified 
before this subcommittee in July of this year, some testimony was 
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shown that in 1937, the Scripps Foundation estimated that in 1950 
there would be 1014 million children under 5 years of age in this 
country. Were you familiar with that projection ? 

Mr. Myers. Yes. 

Mr. Winn. The subcommittee also developed that the Census Bu- 
reau in 1946 published various projections by others, as to the num- 
ber of children under 5 years of age to be in this country in 1950. The 
range of these projections was from about 11,700,000 up to 15,500,000. 
Do vou rec all those projections ¢ 

Mr. Myers. Yes. 

Mr. Wryyn. Dr. Shyrock testified that the 1950 census showed 
16,200,000 children under 5 years of age in this country. You recall 
that figure: do you not ? 

Mr. Myers. Yes. 

Mr. Winn. Dr. Shyrock also testified that the number of births can- 
not be predicted with “any good margin of accuracy.” “In the light 
of recent experience, we would have to say they are extremely difficult 
to predict.” Do you agree with that statement, Mr. Myers? 

Mr. Myers. Yes, I most certainly do. 

Mr. Winn. Yet the number of births necessarily is a significant 
factor in your projection as to the future costs of OASI benefits, is it 
not ¢ 

Mr. Myers. Yes, that is correct. 

Mr. Winn. And by the same token the number of births is not a 
factor which arises to plague the actuaries of a life-insurance company. 

Mr. Myers. Correct. 

Mr. Wrxyn. Now, this chart which has been introduced as exhibit 
98 has for the year 1950, children under 5 up to ages of 70 and over, 
but when we get to 1980, there are no bars which indicate the ages for 
the numbers of children under the age of 30. That is because children 
under the age of 30 in 1980, for all intents and purposes, are not yet 
born; is that correct, Mr. Myers? 

Mr. Myers. Yes, that is correct. 

Mr. Winn. And for the year 2000, people under 50 are largely not 
yet born ¢ 

Mr. Myers. Yes. 

Mr. Winn. And for that reason these two question marks are shown 
as to that area in the chart which is exhibit 99; is that correct ? 

Mr. Myers. Yes, that is correct. 

Mr. Winn. Mr. Myers, is it also correct to say that the employment 
rate is a factor in your cost projection ? 

Mr. Myers. Yes, that is a factor for a number of reasons. 

For one thing, the benefits are all based on the individual’s average 
wage during the entire period that he could possibly be in employment 
and, therefore, if there was spotty employment his average wage would 
be lower and his benefits lower. 

Likewise, if there is low employment and there are lower contribu- 
tions received, therefore the system does not have as much funds avail- 
able to finance the benefits. 

Mr. Winn. When you say “benefits” you are including not only the 
primary benefits to the worker when he retires, but also the secondary 
benefits to his aged wife and to his dependent survivors, which will be 
influenced by continuity or a lack of continuity in his employment; is 
that correct ? 
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Mr. Myers. That is correct, as all benefits are related directly to the 
primary benefit of the worker. 

Mr. Win. Does experience give you a valid basis as to which to 
make projections as to the employment picture in the future / 

Mr. Myers. No. I would say that there again is another uncer- 
tainty, somewhat like the birthrates. It is difficult to say just what 
will happen in the employment picture in the future. We always 
tend to look more or less at what the present situation is and believe 
that that will continue. Now, in our actual cost estimates, we have 
adopted the policy of again saying “We do not know by any means 
what the economic situation is going to be in the future.” Therefore 
we have 2 sets of estimates, 1 based on what we call high-employment 
assumptions, which are more or less those now prevailing, perhaps a 
little bit below, and then we have low-employment assumptions, which 
are based on lower conditions, somewhat equivalent to those around 
1940. We assume that these are constant into the future, not because 
we believe that that is what will happen, but because we do not know 
any better assumption to make. 

Mr. Winn. And except as to its effect on the lapse rate, which is 
really not an actuarial function, the employment picture does not 
enter into the insurance compt anies’ actuaries’ problems, is that correct ? 

Mr. Myers. Yes, that is correct. In general, insurance premiums 
are based on the assumption that whether the individual stays with the 
company or whether he leaves the company, the company will be just 
as well off one way or the other. In other words, there are supposed 
to be actuarial equivalents there. 

In specific cases, there might be a variation, but that is relatively 
minor. 

Mr. Winn. Covered avage rate is another factor which you have to 
consider in projecting costs; is it not ? 

Mr. Myers. Again, as with the rate of employment, that is a very 
important factor, because the benefits depend on the average wages 
and the contributions. Moreover, the benefits are computed from 
what we call a weighted benefit formula, so that varying the average 
wage by a certain percentage does not mean that the benefits themselves 
will vary by the same percentage. 

For instance, for an average wage of $100, the primary benefit is 
$55. If you triple the average wage, the average benefit increases only 
some 50 percent, in other words, up to $85. So that the wage rates 
are a very important factor. 

Mr. WINN. ‘The average covered wage in this country in 1937 was 

$899 per year: was it not? 

Mr. Myers. Yes, that figure is the correct one, based on dividing 
the total covered earnings by the total number of persons who had 
any earnings in the year. In other words, this is not a full-time wage 

rate, but rather it is the rate that people actually earned in covered 
employment. They might have had unemployment or other employ- 
ment in the rest of the year. 

Mr. Winn. In 1951, the average covered wage, again with the same 
conditions, had increased to about $2,020, had it not? 

Mr. Myers. That is correct. 

Mr. Winn. There was a change in the law in this period that in- 
creased the OASI wage ceiling for that purpose / 
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Mr. Myers. Yes; that is correct. In the period of 1937 to 1950 
the maximum creditable wage was $3,000 per year and in 1951 that was 
raised to $3,600. So that the average wage for 1951 was somewhat 
higher, on that account. 

Mr. Winn. After giving effect to that change in the law, you are 
still left with an increase in average covered earnings, are you not? 

Mr. Myers. Yes; that is quite true. The average wage in 1951 would 
have been $1 875, if the $3,000 maximum had still prevailed. So that 
during that period of 15 years, the average covered wage somewhat 
more than 2 led. 

Mr. Wrxyn. Can you say with any assurance that the actual past 
rate of increase will be maintained rather than some other rate of 
increase ? 

Mr. Myers. No. As to future wage rates, I think it is very difficult 
to make any prediction. In the past there has been a rather continued 
rise in the wage rate, but I do not think it is really possible to say that 
any particular rate of increase will occur in the future, although it 
seems quite likely that there will be an increase in the future. I do not 
think that you can predict with 100 percent certainty that there will 
be any increase at all. In our actual cost estimates, again as with many 
of these factors where there is such great uncertainty, we have assumed 
a constant wage rate in the future. There is still another reason for 
our assumption along those lines, namely, that we believe that if wage 
rates do increase in the future, the benefit program itself will neces- 
sarily have to be changed by the Congress, since the benefits as 
set up really are geared to a certain wage level, and if wages were to 
triple or quadr uple or something like that, the present schedule would 
not be appropriate and the Congress would change that. 

Mr. Wixn. Of course, it is not beyond the realm of possibility that 
the past trend on the increase side might not be reversed and wages 
proceed in the opposite direction ? 

Mr. Myers. That is quite possible, although the economists with 
whom I have discussed the matter all seem to have the feeling that 
wage rates will continue up and up indefinitely into the future. 

I cannot pose an an authority on that, and cannot see what will 
happen in the future. At any rate, for the two reasons I have given, 
we have made the simpler assumption, that wage rates do continue 
out into the future at the present rate. 

Mr. Winn. This is because you have to use the wage rate in your 
estimates of future costs? 

Mr. Myers. Yes; and if we did take any sort of an increasing 
assumption, pretty soon after some period or other you would reach 
a point where everybody was receiving the maximum wage and get- 
ting the maximum benefit, and it does not seem likely that that 
situation would eventuate without a change in the law. 

Mr. Wiyy. It is also very important, is it not, in estimating costs 
of this OASI system, that you be able to forecast the age at “which 
persons will retire? 

Mr. Myers. Yes; that is another important factor because the sys- 
tem does not have benefits automatically upon attainment of age 65, 
but rather, there is the requirement that the individual be substantially 
retired from covered employment, at least between ages 65 and 75. 
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In actual fact, the retirement test is that in general, if the indi- 
vidual earns more than $75 a month in covered employment, he does 
not receive benefits for that month. Therefore it is important for us 
to make some estimate of the average retirement age. 

If we were to say that everybody retired at 65, we would obviously 
be overstating costs, because we know from experience, as has been 
discussed here, that m: ny people choose and prefer to continue work- 
ing, and therefore do not draw benefits, which, in turn, results in a 
lower cost for the system. 

Mr. Winn. What do your most recent figures show as the average 
age at which workers begin to draw their OASI benefits? 

Mr. Myers. In the last 2 years, 1951 and 1952, the average retire- 
ment age has been roughly 69 for men and somewhat over 68 for 
women. Before 1951 the averages were running about a year higher. 

In the future we do not expect that the figures will stay at this 
level. There are various factors operating that will both move the 
average up and move the average down. 

Mr. Winn. Can you say with any assurance that those ages will 
continue to be the average age at which workers will retire ? 

Mr. Myers. No. That is again subject to variation because of 
many factors: The economic conditions, as the chairman has indicated, 

can have a great effect; a very severe business recession might cause 
the forced retirement of many older workers who would have OSAI 
benefits available. 


On the other hand, times of very full employment will postpone 
retirement, 

Mr. Winn. If these workers begin to retire at an average : age of, 
say, 6514, the system will then pay several extra years of benefits on 
the average, will it not? 

Mr. Myers. Yes. That, of course, is quite correct. One factor that 
I might mention that will cause the average retirement age to go down 
over the years is that many women who worked in their youth and — 
leave the labor market will, under this system, retire immediately a 
reaching age 65. 

Mr. Winn. And, of course, should the average retirement age in- 
crease, then the costs to the system would be lower. 

Mr. Myers. Quite true. 

Chairman Curtis. It seems to me that there are a wide variety of 
factors that might affect this retirement age. All of the factors of 
economic conditions, wé ages, and so on, would have their bearing upon 
the choice of the individual as to whether he continued to work or 
whether he retired. If it happened to be true at a given period that 
jobs were so plentiful that older people would have an opportunity 
to make remarkably good wages, it would affect it one way. But I 
can also think of other factors, in addition to all the factors that 
would bear upon the minds of the aged persons. There are certain 
political factors and factors of public opinion that would come to bear. 

Right now the public is patting on the back the fellow who wants 
to work and carry on because he is happy doing his work, and they 
like to see him doing it and he is not crowding someone out of a job. 
But it is entirely conceivable that we might reach a period some time 
where the reverse would be true, and the employer who did not let 
out men of retirement age would be criticized publicly. It is entirely 
possible that the political pressure now brought to bear upon the 
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Congress to increase what the laymen refer to as the “work clause” 
could under different circumstances, be brought to bear to lower it, 
to make jobs for younger people who are hunting them. Is that 
correct ¢ 

Mr. Myers. Yes; that is quite correct. 

Chairman Curtis. What I am trying to say is that all these factors, 
w hile they make a difference on the individual's choice, also put into 
play the forces of public opinion and result in political pressures. 
That might make a difference. 

Mr. Wryn. Now, Mr. Myers, you say that all of these variables 
and unknowns, make it most difficult to estimate the future costs of 
this OASI system ; is that correct ? 

Mr. Myers. Yes; that is correct. 

Mr. Winn. Nevertheless, in the past the Social Security Admin- 
istration has published several } projections as to the costs of the sys- 
tem, even up to the year 2050; has it not 4 

Mr. Myers. Yes; that is so. 

Mr. Winn. Usually you have made these projections in several 
forms, have you not, the } igh cost, the low cost ? 

Mr. Myers. Yes: we have alway s tried to stress the variability pos- 
sible in these estimates, by presenting a range of estimates, both a 
low-cost and a high-cost estimate, and then also, sometimes as I have 
indicated, a range of estimates with low economic assumptions and 
with high economic assumptions. 

Mr. ee Is it proper to say that these projections, low cost and 
high cost, ‘epresent the actuary ‘s “se as to the prob: able cost range, 
that the ec a will fall somewhere between the two? 

Mr. Myers. No. These two projections are intended to be illustra- 
tive of what the costs might be under certain low-cost assumptions 
and what they might be under certain high-cost assumptions. There 
is no guaranty involved that the actual cost will fall in between these 
two figures, but rather, as I stated, the cost projections are intended 
to be what would happen if these certain assumptions come true. 

Mr. Wrxn. What you are saying is that certain assumptions were 
made in order to get the high cost of projection. Whether that projec- 
tion is correct will depend on subsequent occurrences, and the actual 
cost may just as well be materially in excess of that projection as 
below it: is that correct ? 

Mr. Myers. Yes, that is correct, except with possibly the under- 
standing, of course, of what “materially” means. We, of course, know 
that the present cost of the system now represents roughly 214 per- 
cent of payroll. We can feel quite certain that that is definitely : 
lower limit, that costs will not go below that. 

Likewise, I think we could feel reasonably certain that there is some 
upper limit beyond which costs could not go. But there is a very wide 
range of probable cost that is well beyond the range given in these 
cost projections. 

Mr. Winn. But these projections cannot be considered as furnishing 
a range, in the sense of probability, can they ? 

Mr. Myers. No, they cannot. 

Mr. Wrxn. I notice in the various hearings before the Ways and 
Means C ommittee that an intermediate cost figure has been used. Will 
you explain how this intermediate cost projection was derived ? 

Mr. Myers. The intermediate cost projection was devrived by a 
simple process, merely averaging the low and high cost estim: ites; in 
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other words, adding the 2 figures together and dividing by 2. I might 
go on to say that there were several reasons why this was done. 

One reason was that, in order to obtain a single tax figure in the law, 
it was necessary to have a single estimate. We did not feel that either 
our low or high estimate was right, so for lack of anything better, we 
said, “Let us take midway between them and build up a tax schedule 
on that basis.” 

Then, too, frequently the request for a single figure is made when 
furnishing figures. The person requesting the figures says, “There 
are too many figures to keep in mind. Can you not give us a single 
figure ¢ 

In order to do that, we averaged the low and high together for the 
convenience of the person who, if we did not do it, would probably 
do it himself. 

Mr. Winn. In view of your testimony, Mr. Myers, why should cost 
projections in the OASI field be made at all? 

Mr. Myers. I am very glad that you asked that, because up to this 
point, of course, we have been pointing out all the difficulties in- 
herent in the cost estimates, that precise predictions cannot be made. 
I think none of the actuaries concerned with presenting cost esti- 
mates, and making cost estimates have ever felt that they were pre 
dicting costs, just as the weatherman is attempting to predict the 
weather the next day. 

Of course, he is not always right on that. 

Mr. Winn. I think that there is a fair correlation between those two, 
in view of the recent weather. 

Mr. Myers. Actuaries who have been intimately connected with the 
preparation of those long-range cost estimates over the past two 
decades are the first to agree that these are not intended to be precise 
predictions, although they are relatively precise, under the assump- 
tions made. They are made in a painstaking and accurate fashion, 
using all available data, and the best possible techniques that we can 
cone elve. 

We do not intend thereby to assert that the figures are exactly what 
may develop, but we believe that under the assumptions stated, the re- 
sulting figures are of a high degree of accuracy. 

As evidence of this know ledge on our part that the estimates are not, 
and cannot be precise, we have always prepared a range of estimates. 

We have tried very carefully to indicate that this range did not 
represent the minimum and maximum costs, either in an absolute 
sense or in a probability sense, such that the likelihood of the true 
figure falling within the range would be, say, 99 or 95 percent. 

At times we have been called upon for a single set of figures. In 
some cases, this was because the people m: king the request believed 
they could better deal with a single figure, rather than with two. 

At other times, the single set of estimates was necessary for develop- 
ing a single schedule of contribution rates which would have to be 
inserted in the law. 

At times like this we developed a so-called intermediate estimate, 
which artificially les midway between our low-cost and high-cost 
estimates. 

This has always been carefully labeled to indicate that there is 
a wide range possible and that the intermediate estimate has no more 
validity than the other estimates. 
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Turning to the basic question as to why there should be long-range 
cost estimates, it seems to me that the principal reason is to point 
out clearly the rising cost characteristic of the old-age and survivors 
insurance program or, for that matter, of any other type of program 
which provides retirement benefits. 

Certain types of programs or certain types of benefits could have a 
relatively small cost in the near future and yet be overwhelmingly 
costly eventually. Once benefits have been promised, it is difficult 
not to follow through on that promise. 

For instance, as a very hypothetical case, suppose a provision were 
included in the OASI program to guarantee a minimum payment of 
$75 a month to all individuals who had 20 years of coverage, with 
such benefit being payable automatically at 65 without a work clause 
or a retirement test. Any estimates made for only a year or two in 
the future would not show the extremely heavy cost of this provision 
because it could not possibly be operative until 1957, 20 years after the 
program began. 

However, any long-range estimates made would give a clear indi- 
cation of the extreme costliness of such a provision in the future. 

Still another reason for long-range cost estimates is that, although 
they may not be precise as to the cost of any program, nonetheless 
they may be used as a much more reliable basis for comparison of one 
plan or proposal against another. 

For instance, if it were proposed to reduce the retirement age ed 
women to 60 for primary, wife’s, widow’s, and parent’s benefits, it ca 
be stated with reasonable reliability from our cost estimates that 
the overall cost of the program, whatever that might turn out to 
be, would be increased by 10 to 15 percent if such a provision were 
added. 

Furthermore, it should be pointed out that cost estimates made 
in percentage of payroll tend to be more reliable and precise than 
estimates made in terms of dollars. 

Thus, if wage levels and cost of living change, it is likely that, 
over the long run, benefit levels will be adjusted more or less corre- 
spondingly by the Congress. 

At the same time, contribution income, being a percentage of wages, 
also varies in the same direction, subject, of course, to the maximum 
taxable wage provisions. 

The situation may be considered as to what would be done if the 
financing basis were more nearly pay-as-you-go than the partial-reserve 
financing which you might say we have at present. 

I do not believe that this would affect the general arguments given 
previously. I think that under pay-as-you-go financing there should 
continue to be long-range cost estimates as at present, but there could, 
of course, be included in the law a long-range financing schedule, 
different, of course, from the schedule in the present law. 

It would be recognized by Congress that any schedule incorporated 
in the law quite probably would have to be changed in the future, 
but nonetheless it would serve as clear evidence to the general public 
of the financing intent, namely, that higher contributions would 
have to be collected as time went by and costs rose. 

I should like to point out that even if a financing policy were 
established under which a definite tax schedule is not included in the 
law, the long-range cost estimates should be made and publicized 
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in order to give an indication of what annual costs in the future 
might possibly be. 

F inally, one other facet of the situation may be considered: 

The current estimates are by no means “final” and “unchanging.” 
We simply do not know now w hat absolutely will happen in the future. 

“stimates made subsequently may well be considerably different. All 
of this should be stressed in view of the fact that the public may tend 
to believe that the latest estimates are completely right and that the 
previous estimates are superseded and completely invalid. 

In this connection, it is interesting to note that a columnist recently 
has stated in regard to the new cost estimates, that the contribution 
schedule in the law previously had been thought to have been figured 
correctly “but that was before the experts had fully evaluated” the 
actual situation. 

It is important, therefore, to emphasize that it is the intention to 
make revised actuarial estimates from time to time as new informa- 
tion becomes available, concerning the many factors which go into 
making the cost estimates. 

Mr. Winn. Mr. Myers, I was interested in your reference, in answer 
to my last question, to the fact that these costs are usually expressed 
as a percentage of payroll, or as a percentage of national income, 
rather than dollars. 

By so expressing these costs, usually a very small percentage is 
used. You do not thereby imply, however, that the size of the per- 
centage figure is an indication of the ability of the economy to carry 
these costs, do you, Mr. Myers? 

Mr. Myers. We most cert tainly do not. Our job as actuaries is 
to present the costs and, for the reasons I have indicated previously, 
the cost in percentage of payroll seems to be the proper method, since 
the contributions are collected that way. It would be very mislead- 
ing to think that a cost of one-tenth of 1 percent of payroll, which 
might sound small, is actually small. When we consider that the 
covered payroll is in the neighborhood of $130 billion, one-tenth of 
1 percent of that payroll is $130 million. That is a sizable amount. 
Moreover the question as to the ability of the economy to carry these 
costs, I think, is beyond the scope of the actuary. 

Mr. Winn. Most Government costs, fractionalized and expressed 
as a percentage of payroll or as a percentage of nationgl income, 
would involve a very small percentage figure; would they not? 

Mr. Myers. Yes, that is very true. If you broke things down fine 
enough, they would have very small percentage costs, but when you 
added them uP; you would, of course, come to very sizable figures. 

Mr. Wryn. The smallness of the percentage relationships does 
not throw any light at all on whether any one of these programs is 
a relatively small burden on the economy; is that correct ? 

Mr. Myers. No. Perhaps you might say it is analagous to the 
fable about the camel with the straws on his back. If you ke ep adding 
enough very small straws eventually the camel would collapse. 

The job of the actuary is to figure these percentages, and it is, of 
course, the function of the legislators to decide whether or not these 

can be or cannot be borne by the economy. 

Mr. Winn. What one person or what one individual in the Depart- 
ment of Health, Education, and Welfare is responsible for the as- 
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sumptions that are employed in making the long-range cost. projec- 
tions of the old-age and survivors insurance program, Mr. Myers? 

Mr. Myers. In the final analysis, that is my responsibility. Of 
course, I have my staff that helps me prepare these estimates, and 
they discuss the various assumptions with me, as the cost estimates 
are made, and in some of the economic fields, we have discussions with 
economists. But in the final analysis, the responsibility is mine. 

Chairman Curtis. Mr. Goodwin, do you have any questions? 

Mr. Goopwin. No questions. 

Chairman Curtis. Mr. Myers, I want to thank you personally and 
on behalf of the committee for a very fine exposition of the problems 
that you face. 

[ was particularly impressed by your answer to the question as to 
the value of these projections, that one of their big values is indi- 
cating a potential magnitude of the future costs of any action that 
the policymakers might take. I think that that is very important. 

Recently the Parliamentary Union met in Washington. It was 
my privilege to entertain for a while a member of congress from 
Sweden, from their upper house. He told me that, notwithstanding 
the fact Sweden feared Russia and was right adjacent to her, and 
throughout a long period of history the fear and mistrust of Russia 
had existed, they found themselves obligated to a social security 
program cost that exceeded their national- -defense expenditures. 

You and your office have rendered a valuable service in making 
avail: ible information that points toward the future decisions that 
we might make in Congress from day to day or year to year, decisions 
that seem rather small at the time they are made. 

It is my information that this is the first time in a public hearing 
that an actuary from what is now the Department of Health, Educa- 
tion, and Welfare, has appeared before the Ways and Means Commit- 
tee, to state these problems, and to make these observations. 

I sg to assure you of a fact of which I am confident you are 
aware, but I want to state it on the record. 

The purpose of the questions you have been asked is in no sense a 
criticism of the intellectual honesty which is applied to deriving in 
these illustrative projections, or to the way that you have oper rated. 
In fact, it is quite the alee. 

It is to show the many proble ms that you face in this field. It is 
quite important that the Congress and the people back home under- 
stand these problems. In my experience, I have had communications 
from constituents, sometimes in the form of letters, and sometimes in 
the form of visits with an intelligent, well-intentioned person from 
my district, and he would say “Now, as to this social-security busi- 
ness, we think you ought to make it actuarily sound.” 

On the face of it he perh: Ups feels th at the problem with which vou 
are wrestling deals with 2 or 3 factors, such as they deal with in life 
insurance. Of course, as you demonstrated here today, that is not 
the case at all. 

You have given us some information that we need to take into ac- 
count, and it has been very helpful to us and we thank you most 
sincerely, 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 5:40 p. m. the committee recessed, to reconvene at 
10 a. m., Wednesday, November 25, 1953.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON SOCTAL SECURITY, 
OF THE COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, Hon. Carl T. 
Curtis, chairman of the subcommittee, presiding. 

Present Representatives Curtis, Goodwin, and Baker. 

Present also: Representative Eberharter. 

Subcommittee staff members present: Robert H. Winn, chief 
counsel; Karl T. Schlotterbeck, staff director; George R. Leighton, 
editor and consultant; Rita R. Campbell, economist; James E. Finke, 
Howard Friend, Government research analysts; Wallace M. Smith, 
attorney; Eileen R. Brown, clerk: present also, Russell E. Train, clerk, 
and Leo H. Irwin, minority adviser, Committee on Ways and Means. 

aes an Curtis. The committee will come to order. I will ask 
Mr. Leirfallom and Mr. Poor to come up forward, if they will, please. 

We are delighted to have you gentlemen here this morning and 
we want to thank you for coming here and for the help that you have 
so far given to the committee. We know that your testimony will 
have some very worthwhile material in it. 


STATEMENT OF JARLE LEIRFALLOM, COMMISSIONER OF PUBLIC 
WELFARE, STATE OF MINNESOTA, ACCOMPANIED BY JOHN W. 
POOR, DIRECTOR OF PUBLIC ASSISTANCE, STATE OF MINNESOTA 


Chairman Curtis. Mr. Leirfallom, will you give your full name and 
title to the reporter ¢ 

Mr. Lerrratiom. Jarle Leirfallom. I am Commissioner of Public 
Welfare for the State of Minnesota. 

Chairman Curtis. Mr. Poor, will you give your name and address to 
the reporter? ; ; 

Mr. Poor. John W. Poor, Director of Public Assistance, State of 
Minnestota. 

Chairman Curtis. Mr. Winn, you may proceed. 

Mr. Wiyy. Mr. Leirfallom, and Mr. Poor, you are residents of St. 
Paul, Minn. ? 

Mr. Letrratiom, Yes, sir. 

Mr. Wrixn. Mr. Leirfallom, how long have you been engaged 
social work ? 

Mr. LerrraLtom. Since my days in graduate work at the New York 
School of Social Work, which started in 1936 and finished in 1938. 

38458—54—pt. 5——10 81] 
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Mr. Winn. What graduate degrees did you take at the New York 
School of Social Work? 

Mr. Lerrratiom. I took a graduate degree in social work at that 
school which was the equivalent of a master’s degree in social work, 
and then I later secured a master of public administration degree at 
Syracuse University. 

Mr. Winn. Beginning with 1938, what has been your connection 
in the social work field? 

Mr. Lerrrauiom. In 1940 I began with the Minnesota Division of 
Social Welfare as one of their fieldmen, and I was promoted through 
the ranks of that department until I became its acting director in 
1944. I served as the director of the welfare department since that 
time and recently was promoted, in a combination of our welfare 
department and all our institutions, and I am now commissioner of 
public welfare, responsible for the public institutions and public 
welfare in Minnesota. 

Mr. Winn. Mr. Poor, whi at is your background in social work? 

Mr. Poor. I have about 238 years in socis al work, hi aving taken grad- 
uate work in both public administration and in social work. 

I started out as a visitor, from a visitor went to field representative, 
from a field representative to the program supervisor, and then the 
director of public assistance. 

Mr. Winn. How long have you been director of public assistance 
in Minnesota ? 

Mr. Poor. Over 5 years. 

Mr. Wryyn. So each of you gentlemen, can you tell me something 
about the personal contacts that you have with applicants for public 
assistance and recipients of public assistance ? 

Mr. Lirrratiom. I have not had as much contact with public-assist- 
ance recipients in the routine of everyday business as Mr. Poor, be- 
cause my work has been mainly administrative since I have been with 
the department. However, I have necessarily become very conversant 
with their problems, because it is my Job to know what their prob- 
lems are, and what their reaction is to our programs. And, in the 
course of the year’s business, I have occasion to contact many of them 
on the special problems that come to me for disposition. 

Of course, I keep in close contact with people in our department 
who deal directly with them. 

Mr. Wiyw. Is your connection a little closer, Mr. Poor? 

Mr. Poor. Yes. I have at least a few contacts each working day, 
either in person or by telephone with recipients of public assistance. 

Mr. Wixy. I suggest that you two gentlemen answer these ques- 
tions, either both of you or either one of you, as you feel among the 
two of you that you are better qualified to answer them. 

What, under the laws of Minnesota, if you know, are the vested 
rights to public assistance, if any, of needy persons over 65? 

Mr. Lerrrariom. I believe, under Minnesota law, the recipients or 
applicants for public assistance have no vested right. 

We had a supreme court case some years ago in which that was the 
point in the case. It was Dimke v. Finke. Our supreme court said 
that the recipient or applicant has no right; that it is the charitable 
attitude of the sovereign State for its people that is the basis for 
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public assistance. Incidentally, I brought with me a quotation or a 
paragraph from that supreme court decision. 

Mr. Winn. Mr. Leirfallom, will you read that and give us a citation 
of the case? 

Mr. Lerratiom. John Dimke v. Walter W. Finke, in our Minne- 
sota Supreme Court, 1940. 

Appellants contend that the amendment is unconstitutional because it deprives 
them of their property without due process, in violation of Minnesota coastitu- 
tion, article 1, section 7. They argued that that money paid a recipient of old-age 
benefits by the State is not paid to discharge a contractual obligation, but is in 
the nature of a gratuity which the legislature may discontinue at will and that 
the State, therefore, lacks the power to require its repayment or security 
therefor. 

What appellants appear to entirely overlook is the fact that they have no vested 
right in old-age benefits or in any other form of relief. The State may, as it has, 
grant such benefits, but it is not required to do so. In granting them it may 
impose such conditions as it deems proper and just. If a person accepts a grant 
he must accept it subject to conditions. 

Mr. Winn. Mr. Leirfallom, as I recall that case, I think that arose 
under your lien law, did it not ? 

Mr. Lerrratiom. That is correct. 

Mr. Winn. And the appellants referred to in the decision objected 
to executing the papers necessary to make the lien law operative, and 
contended that that was a deprivation of their property without due 
process of law, in conjunction with their application for relief; is 
that correct ? 

Mr. Letrrattom. That is correct. 

Mr. Winvn. In view of what you have just said, and the decision 
which you have just read, I would like to refer now, if I may, to an 
article which was published 1 in the September 1945, Survey Graphic, 
entitled “Ten Years of Social Security,” and written by the then 
Chairman of the Social Security Board: 

We say that social-insurance benefits are paid as a matter of right. What 
does this mean? We are really talking about rights enforceable through due 
process of law, but, while these rights assume definite procedure to qualify for 
benefits, the benefits themselves may be conditioned on many things. The Fed- 
eral Social Security Act provides two kinds of programs, public assistance and 
social insurance. In the one, rights are conditioned in need; in the other, on 
wage loss. Yet they are of the same kind, although people sometimes hold that 
those arising out of contributions paid by the person or on his behalf are the 
more valid. I do not believe that such a distinction can be made. 

In your State, however, in view of what you have said, and of this 
court decision, payments are not made to old-age assistance ben- 
eficiaries as a matter of right; is that correct? 

Mr. Lerrrattom. No; they are not made as a matter of right. 

Mr. Winn. Again, Mr. Leirfallom and Mr. Poor, in an article in the 
November 1946 issue of Public Welfare, a publication of the Ameri- 
can Public Welfare Association, the then Chairman of the Social 
Security Board said: 

Under the Social Security Act, public assistance is paid as a matter of right, 
even though it is based on a showing of need. 

As applied to Minnesota, I gather that you do not agree with that 
statement ? 

Mr. Lerrrattom. No; we do not. 
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Mr. Winn. On April 20, 1948, the then Federal Commissioner of 
Social Security, in an address before the National Conference of 
Social Work, at Atlantic City, N. J., said: 

To my mind there are four fundamental principles incorporated in the public 
assistance titles of the Social Security Act, which grew out of the experience of 
social workers, and which social workers had been advocating prior to the passage 
of the Social Security Act. They are: (1) Public assistance as a matter of 
right; (2) a fair hearing to persons denied assistance; (3) the confidentiat 
character of information about applicants, and (4) the unrestricted cash assist- 
ance payments. These principles today are so familiar to us that we are some- 
times too prone to take them for granted. However, as we have discovered 
recently, they require constant affirmation and interpretation by social workers, 
in order that the public generally may appreciate their full value and significance. 

The Social Security Act required that these provisions, among others, must be 
incorporated into State plans as a basis for receipt of Federal funds * * * 

I gather from what you have said about public assistance as a 
matter of right, that such a provision is not one in your State plan; 
is that correct ? 

Mr. Leirrattom. I do not believe that our legislature would, and 
possibly they could not put into our laws, any such rights, and, there- 
fore, they are not a matter of right, in our State plan. 

Mr. Winn. Have you found, as was said in this speech, that it 
requires “constant aflirmation and interpretation by social workers, 
in order that the public generally may appreciate” that public assist- 
ance is a matter of right ? 

Mr. ~ IRFALLOM. I think that question is a bit irrelevant, if I may 

say so, because it is made against the background of a State which 

does not believe in an inherent right to public assistance, in the first 
place, although we grant aid to our people in need. In the second 
place we have found that the public as a whole more or less develops 
its own ideas, as to whether there should be pensions, or what the old- 
age assistance payment means. ‘To many of them it means “pension” 
in return for taxes paid over the years; “pension” for being a good 
citizen and having pioneered the country; cleared the forests, and 
all those things which we hear quoted so liberally during legislative 
time and election campaigns. 

So I think, if you talk about the public attitude, we have one thing. 
If we talk about legal rights, we have another thing. Under legal 
rights, we have covered that. Under public attitude, I think that 
needs further discussion. 

Mr. Winn. Go ahead with that, because that is what I think Mr. 
Altmeyer is talking about - re, the public attitude, 

What have you found in Minnesota is the public attitude toward 
this matter of public sla ince as a right? 

Mr. Letmrrattom. Well, I have found many of the citizens who 
think about these things, and responsible officials, who realize that 
public assistance is not a matter of right. In our legislature we hear 
it constantly, because they frequently change the benefits under the 
program. They impose conditions, as they did with the lien, for in- 
stance (which brought up the Dimke v. Finke case), and the legisla- 
ture feels, I am sure, that they have the opportunity and the “duty 
to change these laws as and when the occasion demands. They do 
not take a vote of the applicants or the recipients when it comes time 
to change them, to secure permission, or determine whether the re- 
cipients will be favorable to the change. They change benefits and 





oS ta a OD 


kaa S 


NAP cat as A 


; 
3 
i 
4 
{ 
4 





= mea 


ANALYSIS OF THE SOCIAL SECURITY SYSTEM 815 


the conditions under which they are granted in accordance with the 
interests of the State as a whole. 

On the other hand we notice that many of these people have gotten 
into the frame of mind of thinking that old-age assistance is not a 
relief program. All that we can do to point out that it is a relief 
program based on need does not seem to have a great deal of effect be- 
cause they still continue to talk about it as a “pension. 

To cite an illustration which brings it out clearly, I can recall 
case in one of our northern counties in which a father of a rather 
well-to-do manufacturer or businessman came in to apply for old-age 
assistance. On the basis of technical eligibility, he could draw the 
assistance, but the county office was not satisfied with this. They 
went to the son and said, “Look here, your father is trying to get 
old-age assistance in (blank) county. You certainly don’t want that?’ 

The son told them politely, “Go mind your own business. My 
father is entitled to old-age assistance.’ 

He was asked, “How do you reason that he is entitled to old-age 
assistance? With you making good money, certainly I would not 
think that you would want your father on old-age assistance.” 

He said, “Everybody else is getting it. It isa pension. He has paid 
taxes for 40 years. Iam paying taxes now.” 

Here was a businessman having that attitude. 

We have had trouble with members of the legislature, having their 
relatives on old-age assistance. This does not arise from lack of re- 
sponsibility on their part, perhaps, but it goes back to the misconcep- 
tion that because these people pay taxes, or pioneered the country, or 
cleared the forests, as their speeches say, they have a right to get the 
“pension.” 

Chairman Curtts. You can understand the problem that that cre- 
ates for the Federal Government, with this unit of Government 
matching funds in all the different States, when some of the States 
have a program and have been unable to put across to the people 
that it is an assistance program, and others have a public sentiment 
that has carried the program to the extreme, where it is almost a 
pension for everyone. We sit here as representatives of the Federal 
Government, taxing people in all the States to support such a diversity 
of programs, because of this misunderstanding. 

In other words, a man may be a taxpayer in a State where it is 
administered as relief and he believes in that sort of treatment. Yet 
he may be contributing as a Federal taxpayer to a wide variety of 
systems in other States. 

Mr. Lemrauyom. It is indeed complicated, Mr. Chairman, and that 
is my point because, while the legislature and a number of our citizens 
regard these programs as relief based on needs, we send our welfare 
workers to conventions and meetings, where they hear the erroneous 
philosophy of “rights,” and it complicates our administrative prob- 
lems a great deal. Furthermore, when we observe what other States 
are doing, frankly engaged in pension type programs, it complicates 
our problems immensely and complicates the problem for our legisla- 
ture. That is one of the reasons why we are interested in this hearing, 
because we hope that out of hearings, such as this, may come a full 
recognition of the problem and some clarification. 
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Mr. Winn. Am I correct in saying, Mr. Leirfallom, that in Min- 
nesota you have found that it requires constant affirmation and in- 
terpretation by social workers in order that the public in Minnesota 
may appreciate that public assistance is based on need and is not a 
matter of right? 

Mr. Lerrrattom. That is absolutely correct. 

Mr. Winn. Mr. Leirfallom, on October 4, 1937, the then Chairman 
of the Social Security Board, in an address before the National 
Association of Mutual Insurance Companies at Grand Rapids, Mich., 
said: 

Public assistance, on a basis of need, will continue in the future to provide 
for those who find themselves without means of self-support in old age. And 
though the proportion of old people who will need this kind of assistance should 
be reduced as the insurance program gets into full swing, this program will 
remain a substantial charge upon the entire taxpaying population for a long 
time to come. * * * 

Have you found in Minnesota that the increasing number of people 
in that State receiving OASI benefits has resulted in any reduction in 
the total expenditures for old-age assistance ? 

Mr. Lerrrattom. Yes; and we have figures on that which I would 
like to have Mr. Poor give you. 

Mr. Poor. We have found that our old-age-assistance load has been 
decreasing at an accelerated rate over the past 2 years. 

Two years ago old-age assistance and old-age and survivors insur- 
ance had comparable caseloads. Currently, our old-age assistance 
is down to 53,200, and our OASI caseload has increased to 72,000. 

Mr. Winn. At a hearing before the Ways and Means Committee 
of the House on January 24, 1935, 74th Congress, Ist session, having to 
do with H. R. 4120, on the Economic Security Act, Mr. Latimer, of 
the Railroad Retirement Board, testified as follows: 

Under a situation where the problem of old-age dependency is less acute than 
it now is, and particularly in the initial stages of legislation of this type, a grant 
of pensions conditional upon the “means” test may be satisfactory. If, however, 
the attempt were made to extend this type of system to substantially the whole 
of the aged population, as the permanent exclusive form of old-age security, 
great difficulties arise. 

First, the “means” test would not be a permanent deterrent to making appli- 
eation for the pensions. Claiming the benefits would tend to become the cus- 
tomary practice. This is clearly shown by the experience of other countries 
under noncontributory old-age pension systems. 

What can you tell us as to the accuracy of Mr. Latimer’s statement 
in the light of the last 18 years under old-age assistance ? 

Mr. Lerrratitom. Of course, my observations would have to be con- 
jectural. My observations just previously made tend to indicate that 
even where we are dealing with a relief program, many people still 
insist upon thinking of it as a pension program. If the contributory 
social insurance program were removed, I think we would have less 
chance than ever of drawing the contrast between a program of con- 
tributory insurance and a program based on a means test. I cannot 
help but feel that the general public tends to believe the things they 
like to believe. I have a feeling that even though we had a strict 
means test the general public likes to believe that it is a program of 
right, based on their contract with society, and they would forget the 
means and needs part, and think of it in terms of pension. 
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Mr. Winn. In August 1945, the then Chairman of the Social Se- 
curity Board, in an article entitled “The First Decade in Social Se- 
curity” printed in the Social Security Bulletin, said: 

The more we learn about the conditions that cause need or are associated with 
need, the more impossible it becomes to draw the distinction between the worthy 
and unworthy poor. Probably assistance will always seem somewhat of a 
stigma to most people who receive it, because, in a money economy, there is a 
sense of personal failure and limitation in not having enough to live on. But 
as communities fully recognize the right to assistance on the part of persons 
who lack what is necessary for a minimum level of decent human existence, 
they will help to wipe out the conditions that make for hopelessness and lack 
of thrift, and tend to perpetuate dependency. 

As a trained social worker for many years, dealing with the recipi- 
ents of relief, do you agree with what that state ment so dogmatically 
asserts ? 

Mr. Lerrratiom. I do not agree with it altogether. Although there 
are some people that we think of as worthy and others that we think of 
as unworthy, I have never found a human or personal situation that 
is so simple that you can dogmatically say that one person is worthy 
and the other is unworthy. There are many things that go into 
making people socially worthy or socially unworthy, and the: vy have 
to do with her editary factors, upbringing, habits formed in childhood 
in the home, as well as the external “advants ages or disadvantages of 
a community. But when it comes to the idea that we should excuse 
everyone on the basis that one is not the result of his own willpower 
or one does not have to accept responsibility for what he is, that is 
going entirely too far, I feel. There is an area in personality develop- 
ment, in which a person has to accept blame for what he is, or credit 
for what heis. I think it would be a sad state of affairs if, as a society, 
we willingly excused everyone from personal responsibility. If we 
carried this idea to the point where persons could live as happily 
on public assistance as they live by the results of their own labor, 
I think we would pretty well destroy our society. 

This idea goes way back to Biblical times. Wasn’t there a quota- 
tion in the Bible to the effect that “by the sweat of thy brow shalt 
thou eat thy bread?” I doubt if we can ever make a social insurance 
program so sound and good that it should give a person happiness to 
live off of it, and that society would be healthful if we had a large 
proportion of our people living off of it. 

So a statement, such as the last one you mentioned, endangers the 
foundations of society if any large number of people began to feel 
that way. 

Mr. Wiyn. In December 1951, the then Commissioner of the Social 
Security A didtniatretion: at a luncheon meeting of the National 
Social Welfare Assembly, at the Hotel New Yorker, in New York 
City, said: 

At one time, not so long ago, our concept of social welfare included almost 
exclusively relief and service to the underprivileged, and the disadvantaged. 
Our concept was based upon the spirit of noblesse oblige. Our attention was 
focused upon the needs of the specific individual, rather than upon the social 
institutions, the presence or absence of which affected the needs of individuals. 
Social welfare was thought of largely in terms of adjusting the individual to his 
environment, rather than in terms of bringing environmental forces into play to 
assist the individual. 

As a trained social worker, will you discuss the last sentence of that 
statement in connection with old-age assistance in Minnesota ? 
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Mr. Leirrattom. Your last sentence related to the problem of ad- 
justing the individual to his environment, and vice versa. I think 
that we cannot take the attitude, as I said previously, that it is good 
social practice to begin to twist and wrap a whole community around 
the needs of any one individual, because the eventual outcome of try- 
ing to change all our laws, regulations, mores, traditions in our com- 
munity, to meet the needs of every single individual in it would give 
us chaos and anarchy. 

As a matter of fact, it gives us administrative chaos and anarchy 
when we have ideas like that put out through the social-security pro- 
gram. That is one of my - ijections to the things that have been 
coing on in the past, as I would gladly illustrate. 

Sut, to get back to the main point, I think the problem is one of 
assisting individuals to live in their necessar y environment. That is 
social work—helping them to get on their own feet, helping them to 
stay self-sufficient and independent, sometimes even at a cost to their 
own comfort, for the greater good of being self-respecting, inde- 
pendent, functioning citizens. 

At the same time, I have no qualms at all about saying that we need 
to do a lot to change and improve our communities. “What are our 
chambers of commerce, Kiwanis Clubs, community chests, social 
agencies, Boy Scouts, and Girl Scouts, and all these wonderful organ- 
izations doing? They are all trying to improve the environment and 
change the communities in which individuals live. 

So I believe the answer to your question is that there must be some 
of both, and if we were ever to go off the deep end in either direction, 
we would be in trouble. 

Mr. Winn. In the 1938 annual report of the Social Security Board, 
under the heading “Public assistance,” we find the following 
statement: 

The Board is deeply concerned that the level of payments prevailing in some 
areas of the country is too low to achieve the purpose of either the Federal act 
or State legislation. 

Will you tell the subcommittee whether the average level of pay- 
ments, standing alone, reflects the average requirements of the 
recipient ? 

Mr. Letrrattom. No; it does not, because the average level of 
payment is a dollar figure, which indicates just the average. It would 
be like measuring a man’s height or weight by furnishing figures on 
the average American male. He may be 6 inches taller or “shorter, 
because we all differ. 

Some recipients live on a little garden plot or a little farm, and 
have their own house, and they don’t need much. They can get along 
perhaps on a $10 grant. Some other person has nothing, and he needs 
the full $60 or $70 or $80 a month, and maybe even needs more than 
that. but that is all the State law permits in the grant. 

When you average the two together you get something like $30 or 
$40, and it does not describe the needs of either one. 

Mr. Wryn. You are saying that the average level of cash payments 
represents the amount that is necessary to make up the requirements 
after the resources of the applicant have been first applied to his 
needs. 
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Mr. Letrrattom. That is correct. There are millions of dollars of 
resources among public assistance recipients, and they have to be 
reckoned with in order to get a picture of the total group. 

Mr. Winn. Does Minnesota have a lien law? 1 gather that it does, 
from what you just said as to the case which was referred to. Will 
you briefly explain that lien law? 

Mr. Lerrratiom. I would like to have Mr. Poor answer that. 

Mr. Poor. We have had a lien law since Sane 1, 1940. The lien 
law is a provision of our Old-Age Assistance Act that was added at 
that time. It provides that a lien shall accrue against the real estate 
owned by the recipient in the amount of assistance that he or she 
receives. This lien is without interest and can be released by admin- 
istrative decision if such a release is to the benefit of the dependent 
spouse or dependent children. It can be released if such a release 
benefits the recipient, and it can be released if the children, through 
contributions or payments, have made a major investment in the 
homestead property. 

Our lien has not worked a hardship on anyone, and we believe it to 
be fair and equitable. 

Mr. Winn. What has been the effect of the lien law in Minnesota on 
your old-age assistance caseload ¢ 

Mr. Poor. Well, our statistical projection has indicated that with- 
out the len our old-age assistance caseload would be from 15,000 to 
20,000 recipients greater than it is now. It has proved to be a deter- 
rent for those who have property, and whose children would rather 
provide for them than lose the chance of getting the property. 

Mr. Wryn. You say that your projection would estimate 15,000 to 
20,000 more recipients. How many old-age recipients do you have in 
Minnesota ? 

Mr. Poor. Currently, 53,200. 

Mr. Winn. What has been the effect of your lien law on the financial 
burden of the old-age assistance program ¢ 

Mr. Lerrrariom. It is easy to compute for us, because, if it has 
deterred 15,000 or 20,000 people from applying, that would be a per- 
centage in the neighborhood of 30 percent. Lack of a lien law would 
therefore presumably have increased the cost in Minnesota by nearly 
50 percent. 

Furthermore, we have had recoveries each year under the lien law 
in the neighborhood of $1 million, and we are happy to say that this 
$1 million is then available to the people more greatly in need than 
those by whom it was reimbursed. 

Chairman Curtis. And the Federal Government gets part of that 
reimbursement, does it not ? 

Mr. Lerrratitom. Yes; they get their share. 

Chairman Curtis. A resident of the State of Minnesota paying 
Federal income tax also supports public assistance in 47 other States, 
some of which operate far differently than Minnesota. Is that 
correct? 

Mr. Lerrratiom. That is correct, and that is one of the difficulties 
in this program. 

Mr. Winn. What is the maximum amount of resources, stated both 
as to capital and income, permitted in Minnesota to be owned by a 
recipient of old-age assistance ? 
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Mr. Poor. An old-age assistance recipient may own $7,500 in real 
property, and, if single, $300 in cash or liquid assets. In addition, 
he may have $500 in cash-surrender value of life insurance. 

If it is a man and wife together they may have $7,500 in real estate, 
$450 in cash or liquid assets, and another additional $500 in cash 
surrender value in life insurance. In total, it means that a couple to- 
gether could have $7,500 in real property and $1,450 in cash or liquid 
assets. 

Mr. Wiyy. Is it true that the presence of a lien law permits a 
larger dollar value of resources to the extent that the resources are 

real property, because in that case the cash grants are the equivalent 
of a cash loan against the real property ? 

Mr. Lerrratiom. That is a diffcult question to decipher and an- 
swer, but I take it that you mean, in very informal terms, “does our 
lien law permit us to grant old-age assistance in greater amounts and 
perhaps to some people to whom, without the lien law, we would not 
be able to grant it?” Is that what you want? 

Mr. Winn. Yes, Mr. Leirfallom. That is the effect of the question. 

Mr. Lerrrattom. That being the question, the answer is “Yes,” be- 

cause our legislature is willing to go along further with the rec ipient 
in view of the lien law than if the lien law were not present, and in 
that sense it is a liberalization of the program. 

Mr. Winn. Does Minnesota have a relative-responsibility law ? 

Mr. Poor. We have had one since the beginning of the program, 
in 1936. 

Mr. Winn. Will you briefly explain that ? 

Mr. Poor. Our relative-responsibility clause provides that if at any 
time the State or county agency finds that any child or the spouse of 
any recipient is reasonably ‘able to contribute to the nec essary care and 
support of a recipient without undue hardship, then such a contribu- 
tion shall be requested. 

We find that under our law we have to make a grant first before we 
have a cause of action or can take it into court to prosecute a request 
or a claim for a relative contribution. 

Mr. Winn. So the effect of your relative-contribution law is to re- 
quire the establishment of a grant in the event that the relative does 
not provide the assistance or the support, and then to proceed legally 
against the relative who has not fulfilled his obligation ? 

Mr. Poor. That is right. 

Mr. Winn. What, if you can say, has been the effect of the relative- 
responsibility law in Minnesota on both the caseload and your financial 
burden of old-age assistance cases? 

Mr. Lerrratiom. It is hard to estimate that because we have never 
lived under two contrasting conditions. We have had the relative- 
responsibility law since the beginning. I would imagine that the rela- 
tive-responsibility law gets into the intangibles of social opinion and 
traditions, more than any other factor, and is therefore impossible to 
fully assess it, although I did say that the work that has been done 
under the relative-responsibility law brings to the public’s attention 
the responsibility of relatives and it must be assumed that there is 
some deterrent effect. 

Mr. Winn. What, if you know, is the recommendation of the Bureau 
of Public Assistance as to lien laws and relative-responsibility laws, 
and their implementation in connection with old-age assistance ? 
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Mr. Lereratiom. I do not know if we have anything in our records 
to show, frankly, what their attitude has been, but it has been my 
impression, and only an impression, that they have not favored these 
laws. 

Mr. Winn. In your opinion, does the repeal of lien laws and relative- 
responsibility laws have the effect of liberalizing the definition of 
“need” ? 

Mr. Lerrratiom. I wonder if you could elaborate on that question 
justa bit? Iam not sure exactly as to what you mean. 

Mr. Winn. Maybe I can state it this way, Mr. Leirfallom: 

Is it true that as lien laws and relative-responsibility laws are re- 
pealed, more people become eligible for assistance under the needs tests 
in effect by the State? 

Mr. Lerrratiom. I think you have a result that runs in both direc- 
tions on that. 

We have indicated just previously that lien laws and relative-respon- 
sibility laws have a deterrent effect upon applications. To that effect, 
their repeal would “liberalize” the program. We would have more 
recipients. In an actual and practical sense, however, the repeal of 
these laws would not liberalize the program, because, in my opinion, 
a liberal program is one which is born of a sound social conscience, 
and seeks to help people in need, and is so financially and socially 
sound that it will stay with us and be part of the framework of Gov- 
ernment for many years to come and, therefore, be available for those 
who really need it. That, in my opinion, is a liberal program. On 
the other hand, to go overboard with a program and take on thou- 
sands and thousands of recipients who may not actually be in need, 
and break or embarrass the State financially or run the program into 
disfavor as some States have done, that is a backward program, and 
not a liberal program, in my opinion. Therefore, I would say that, 
insofar as liens and relative-responsibility laws give us sound admin- 
istration, they encourage what I call a liberal program. 

Mr. Winn. As the need test is liberalized and as the States tend 
toward what you call a backward program, the cash grants then tend 
to become available to more persons over 65, do they not? 

Mr. Lerrratiom. Yes. 

Mr. Winn. And is it also true that as the cash grants tend to be- 
come universally received, they would tend to be considered as rights 
vesting merely by virtue of having achieved the age of 65 and regard- 
less of actual need ? 

Mr. LerrraLtom. Those go hand-in-hand. 

I might add one thing, Mr. Chairman, so that my previous remark 
may not be read coldly and misconstrued in your record. 

I believe in being socially just and humane. These are not just 
empty words for your record. We believe it and we administer that 
kind of program in Minnesota. Anyone in genuine need should have 
genuine help. 

Chairman Curtis. At that point, if you are administering an as- 
sistance program and you take that which was intended for the poor 
and the destitute and needy and give it to someone who does not 
qualify, certainly it is a violation of not only the concept of the 
program, but you are taking that which may be needed to meet a real 
‘ase of destitution, is that correct? 
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Mr. Lerrra.tom, That is precisely correct, in my opinion. 

Chairman Curtis. So that it is not a matter of generosity or hu- 
maneness or anything else if an assistance program is violated to the 
point that it goes beyond what it is intended to do and puts on its 
rolls people who do not fall within the program ¢ 

Mr. Lemrrattom. Precisely, and that is why I think a sound pro- 
gram that will last over a long period of time and help people in 
genuine need is a liberal program rather than the misnomer of calling 

“give your money away to everybody” a liberal program. 

Chairman Curtis. Retirement payments, whether company financed 
or OASI or what not, have their place with a different concept and 
procedure; but certainly that is not the application which can be 
placed on an assistance program. Is that true? 

Mr. Letrrattom. That is correct. 

Mr. Wrxn. Mr. Leirfallom, can you tell us whether or not in 1936, 
at the time this act became effective, one reason for its passage was 
the existing depression which made expedient the payment of cash 
grants to persons over 65 to relieve the pressure of the attempts of 
these aged persons to find employment in a depressed labor market ? 

Mr. Lerrrattom. I cannot tell you from my personal experience, 
because in 1936 I was going to school and I was not greatly worried 
about any problems except my own. But it is my impression from 
what I have read and what I have been told by my predecessors and 
others, that right after the depression the hue and cry was to take the 
older workers out of the labor market in order to give the younger 
workers like myself, going to school, a chance to get a job and sup- 
port myself. The cry was about men and women with families. I 
think the psychology changed when the war came and we needed a 
lot of workers in our industries, but by that time this program had 
been built and put into the social fabric. So we have a conflicting 
situation from one generation to another. 

Mr. Winn. Has your State department, during these periods of 
change, that is, a larger demand for labor, in order to increase the 
national production and to decrease the financial burden of old-age 
assistance in a period of local labor shortage, refused to grant or con- 
tinue cash grants to aged persons who have marketable skills? 

Mr. Lerratiom. Yes, Mr. Chairman, we took action on that—for- 
mal action—on September 6, 1951, when it became somewhat of an 
acute problem in our mining and industrial areas. We sent a bulletin 
to our county welfare boards, instructing them, in effect, that market- 
able skills in the employment market constituted a tangible resource 
and, therefore, it should be viewed the same as other resources and aid 
withheld or diminished in accordance with the value of that resource. 

Mr. Winn. How does Minnesota handle a situation where a man 
is over 65 and his wife is under 65, but is necessary to the care of the 
husband, and where need is admitted. 

Mr. Poor. Well, if the wife is necessary to the care of the husband 
because of his physical condition, we will make a recognition of some 
of her needs, within the grant; that is, within the spread of his needs, 
and within our maximum, which usually is a very small amount. 

Her needs are generally cared for from general relief or gen- 
eral assistance. It is the feeling of our county welfare boards and 
the people administering this program in the State that if a wife has 
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to deprive herself of the opportunity of earning her own living, her 
needs should be cared for in some manner, so that she can stay home 
and take care of her ailing spouse. 

Mr. Winn. You say her needs are taken care of out of the general 
assistance fund ? 

Mr. Poor. Almost always, because there is not enough room left 
in the old-age assistance grants between the needs of the husband and 
our maximum of $60. 

Chairman Curtis. You have a dollar maximum? 

Mr. Poor. $60. 

Mr. Winn. Let me ask you this, Mr. Poor. Suppose the man has 
income of $60, that is, resources which are tantamount to an income of 
$60, and the wife has nothing, but the wife is under 65 and is neces- 
sary to the care of the husband, who is over 65. Do you under those eir- 
cumstances approach the problem on a family basis, or do you in some 
way relate the resources of the husband to the wife so that you can 
then make a full grant to the husband ? 

Mr. Poor. It has been the practice in our State to attribute the 
resources of either one who is eligible to public assistance to the de- 
pendent one who does not have resources, and is not. 

Mr. Winn. Then the effect of that is that the aged man who has 
a wife and resources, and the wife under 65, can receive a grant under 
this approach, which he could not otherwise receive / 

Mr. Poor. That is true. 

Mr. Winn. And the aged man who has a wife under 65 and no 
resources, can, under those circumstances, receive no benefit in which 
the Federal Government participates, under the matching formula, 
from the family unit approach ? 

Mr. Poor. That is right. 

Mr. Winn. Does this rel: ationship earry be yond the relat rome a hus 
band and wife? Do you impute this resource to a daughter or some- 
one not related to the husband in some instances ¢ 

Mr. Poor. To a minor or dependent or incapacitated child. 

Mr. Winn. Does Minnesota continue grants to old-age-assistance 
recipients who leave the State to est: tblish residence elsewhere / 

Mr. Poor. Yes, sir. 

Mr. Winn. How long do they continue? 

Mr. Poor. For a period of 5 years, or until they obtain residence in 
the other State. 

Mr. Winn. Does your State continue old-age-assistance grants to 
recipients who leave - State temporarily on visits or vacations ? 

Mr. Poor. Yes, si 

Mr. Winn. Is oe ‘re any time limit on those grants? 

Mr. Poor. We at one time had a 6-month limitation, after which 
time the county welfare board could extend that, but that was taken 
out of our law, I think in 1939 or 1941. I am not sure. 

Mr. Winn. Have you ever had in Minnesota, if you know, a situa- 
tion where the respondent has left the United States on a visit or va- 
cation and requested maintenance of the cash grants ? 

Mr. Poor. We have had such requests. We have also had a situa- 
tion, being a border State of Canada, of having recipients who have 
relatives in Canada that were willing to take care of them to a certain 
extent in their old age, and we have had requests from those persons 
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to be allowed to go to Canada and reside with their relatives until 
they gained settlement there for old-age assistance. 

Mr. Winn. Do you permit such payments? 

Mr. Poor. If we can find a recognized case-working agency who can 
establish need and let us know what the grant should be on a factual 
basis. 

Mr. Lerrratiom. I might add there, Mr. Chairman, that in deciding 
on what is the proper disposition of those cases, we take into account 
two factors, and both of them have to be met, in making a decision. 

The first is the welfare of the recipient in his own personal problem, 
and the second is the welfare of the State of Minnesota. Where both 
those conditions are met affirmatively, the grant will be made. 

Mr. Winn. What is the practice of Minnesota as to checking in- 
formation concerning eligibility which is furnished by the applicant 
for old-age assistance? And in this connection I note that the fol- 
lowing sections of the Handbook of Public Assistance Administration 
of the Department of Health, Education, and Welfare, sections 3230, 
3251, 2232, and 2241 indicate that the applicant is the primary source 
of information and that routine checks as to the information fur- 
nished by him should not be indulged in by State agencies? 

Mr. Lerrratiom. I suppose it could be said that we ride both horses 
on that. We check all the eligibility factors thoroughly. We would 
do that if a preacher came to apply for old-age assistance, because 
we have set up a very strict program of proof of eligibility. We 
require documentary proof of age, of citizenship, and all the other 
things that go into eligibility. We are administering a program 
under law, and we respect law in our State. While we do all that and 
insert in our record all the documentary proof, and that is that first 
horse, the second horse is this one: 

We know that it is a very fine thing in social casework practice to 
encourage the activity and participation of individuals who are to be 
helped, because our basic purpose should be to help the man help 
himself. Any opportunity we can find to maintain the activity, 
interest, and participation of a recipient of public assistance, whether 
it be aid to dependent children or general relief or old-age assistance, 
is a good casework opportunity and we want to utilize it. 

In social work we call that one of the strengths of the recipient, 
and we don’t want his strengths to become defunct through disuse. 

This therefore is a very practical thing which we can use, to kee 
him active in his own problem, and much more of that should be done, 
in my opinion. 

However, if we go overboard on that idea, we are lost, so far as good 
administration is concerned. So we do both things. 

Mr. Wixn. With reference to this Handbook of Public Assistance, 
that is a publication which is put out by the Department of Health, 
Education, and Welfare for the aid and guidance of the State admin- 
istration organizations, is it not? 

Mr. Lerrratiom. Yes, sir. 

Mr. Winn. And do you have a copy of this handbook? 

Mr. Lerrrattom. Yes, sir. 

Mr. Winn. Can you give us some idea as to the size of that publi- 
cation, Mr. Leirfallom, or Mr. Poor? 

Mr. Lerrrattom. Mr. Poor works with it. 
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Mr. Poor. It is of considerable size. I think in our own office, 
with the Federal letters, and all that goes into it, we have something 
like 3 volumes, an 114 to 2 inches thic ke 

Mr. Wrxn. Each of them? 

Mr. Poor. Yes, sir. 

Mr. Winn. As I understand it, that handbook is generally divided 
into three parts, statutory requirements, recommendations, and inter- 
pretations; is that correct? 

Mr. — It seems to me that in recent years there has been a 
division. I do not recall the three. It just seems like the first part 
of each issuance is the requirements, and then the interpretation 
comes afterward. I do not recall the three-way division. 

Mr. Wiyvy. Is it possible to tell from studying the handbook 
whether or not a particular statement is a requirement or is a recom- 
mendation or an interpretation ? 

Mr. Poor. To be honest, we have difficulty with it, sir. 

Mr. Winn. When you read an interpretation, do you have any 
idea as to how authoritative that interpretation is? 

Mr. Poor. We usually have to wait until later on to find out 
whether it is authoritative or not. 

Mr. Winn. What do you mean by waiting until later on? 

Mr. Poor. Until we hear whether our action or our manual mate- 
rial has met the so-called, shall I say, “gimmicks” in there that we 
just do not understand. 

Mr. Winn. Do you mean that when you are preparing amend- 
ments to your plan, and you attempt to conform or not to conform 
with the provisions of the manual it is impossible to tell how success- 
ful you have been until after the plan has been approved or dis- 
approved, is that correct ? 

Mr. Poor. That is correct. We try to do our best. Evidently we 
do not always find out all of it in there. 

Mr. Winn. Mr. Leirfallom, I have before me an original of a letter, 
dated March 11, 1953, addressed to Mr. F. W. Nic shols, ¢ acting director, 
Division of Social Welfare, Department of Social Secur ity, 117 
University Avenue, St. Paul 1, Minn. I assume that Mr. Nic shols was 
at that time in the State office, is that correct ? 

Mr. Lerrratiom. Yes. 

Mr. Wry. This letter is signed by Martha E. Phillips, regional 
representative, Bureau of Public Assistance. It is on the letterhead 
of the Federal Security Agency, Regional Office, in Chicago. 

This letter, I believe, questions a provision in a pending bill in the 
Minnesota Legislature with regard to the appointment of a deputy 
commissioner in the Minnesota Division of Social Welfare and Public 
Institutions, which deputy commissioner would be exempt from the 
merit system. Do you recall that letter? 

Mr. Lerrrautiom. Yes. 

Mr. Winn. Mr. Chairman, I would like to introduce this letter into 
the record and have it marked as “Exhibit 100,” if I may. 

I would also like permission, inasmuch as this is an original, which 
is from the files of the State of Minnesota, to withdraw the original 
and substitute a copy. 

Chairman Curtis. Without objection, so ordered. 
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(The letter referred to, marked “Exhibit 100,” follows:) 
EXxHIsitT 100 


FEDERAL SECURITY AGENCY, 
REGIONAL OFFICE, REGION V, 
SocraAL SECURITY ADMINISTRATION, 
Chicago, Ill., March 11, 1953. 
Mr. F. W. NICHOLS, 
icting Director, Division of Social Welfare, 
Department of Social Security, St. Paul, Minn. 

Dear Mr. NICHOLS: We have been reviewing S. F. 881 with a good deal of 
interest. It would combine in one new department the present Division of 
Social Welfare and Public Institutions and so make possible a well-integrated 
administration of public welfare in Minnesota. 

We have one question in regard to section 1 of the bill which provides that the 
commissioner shall have the power “to appoint a deputy commissioner in the 
unclassified service,” that is, outside the State civil-service system. While the 
merit system standards provide that the executive head of a State agency 
may be exempt from this merit system, they do not provide that a deputy may be 
exempt We would urge that the bill be amended so as to require that the 
deputy commissioner be selected in accordance with civil-service processes. 

Sincerely yours, 
MarTHA FE. PHILLIPS, 
Regional Representative, 
Bureau of Public Assistance, 


Mr. Wrwwn. I also have a letter, dated October 21, 1953, again on 
the letterhead of the Department of Health, Education, and Welfare, 
regional office in Chicago, signed by A. B. Price, M. D., regional 
director, which is apparently addressed to you as the Commissioner 
of Public Welfare, Mr. Leirfallom. 

This letter, which was written after the statute in question was 
passed, points out that there is some disturbance as to this provision, 
which permits a deputy commissioner to be appointed outside the 
merit system in the State of Minnesota. 

Nevertheless, in the last paragraph it points out that the matter has 
been referred to Washington, and 
* * * this is to inform you that the exemption of the position of deputy com- 
missioner has been determined to be a deviation from the merit system standards 
not in itself precluding a finding of substantial conformity. 

What do you understand that sentence to mean, Mr. Leirfallom? 

Mr. Lerrratstom. | understand that sentence to mean that, although 
they do not like it, they are not going to object. 

Mr. Wryn. Mr. Chairman, I ask that this letter of October 21, 1953, 
be made a part of the record and marked “Exhibit 101,” with the 
same provision, that a copy may be substituted. 

Chairman Curtis. Without objection, so ordered. 

(The letter referred to, marked “Exhibit 101,” follows :) 


Exurrir 101 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
REGIONAL OFFICE, 
Chicago, IU1., October 21, 1958. 
Mr. JARLE LEIRFALLOM, 
Commissioner, Department of Public Welfare, 
St. Paul, Minn, 

Dear Mr. LEIRFALLOM: The new provisions for public welfare organization 
and administration contained in chapter 5983, Minnesota Laws of 19538, place the 
position of deputy commissioner of public welfare in the unclassified service of 
the State government. The merit system standards for the Federal grant pro- 
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grams in the fields of health and welfare, while allowing the exemption of the 
position of executive head of a State agency from merit system jurisdiction, 
make no mention of exemption for a deputy commissioner or director. The 
matter of the exemption of the position of Minnesota Deputy Commissioner of 
Public Welfare has been reviewed by our Washington office. 

On behalf of the regional representatives of the Bureau of Public Assistance 
and of the Children’s Bureau, this is to inform you that the exemption of the 
position of deputy commissioner has been determined to be a deviation from 
the merit system standards not in itself precluding a finding of substantial con- 
formity. Chapter 593, Minnesota Laws of 1953, has therefore been accepted 
for incorporation into the appropriate State plans. 

Sincerely yours, 


A. B. Pricn, M. D., Regional Director. 


Chairman Curtis. I am not referring to the individual who wrote 
that letter or to the State of Minnestota. But as an abstract principle, 
should a State plan have to conform to what any Federal official likes, 
or should it conform to the Federal law ? 

Mr. Lerrrattom. Mr. Chairman, I am very happy that you asked my 
opinion on that question, because that has been a very sore point wit 
me as an administrator, for a long time. AsI said previously, we have 
a government of laws, and not of men and we respect law. We try 
to ‘administer the law clearly in accordance with its intent. 

We have run into many obstacles in administering the federally 
participated program because of apparent conflict of law. I will 
be frank to say that I called this letter to the attention of your counsel, 
not because I wanted to embarrass any individual but to illustrate 
the futility of attempting detailed local supervision. In this case the 
man in question is a man who was active as an administrator in the 
welfare field back when I was going to school, a very able administra- 
tor, and I have never heard any question about his administrative 
ability and his social conscience and all the things that we, in social 
work, believe in. 

He is an outstandingly capable person. During the time that this 
law was pending he was in actual charge of the welfare program in 
Minnesota, as the director of social welfare. 

No questions were raised then as to his competency. In fact, every- 
one recognized him as extremely competent, and per haps some thought 
that the program was in better hands than when I had it. 

Yet; when the law was changed and we made that man the deputy 
commissioner—second in charge—then by some quirk or peculiarity, 
he impliedly became incompetent for the job, which is a ridiculous 
situation. 

And to add to the ridiculousness of it, the letter points out in the 
first part that this is undesirable, and in the last part it says it is 
accepted. So it is hard for me to see that this type of detailed inter- 
jection into local administrative affairs produces any good results. 
I think it confounds confusion. It compounds administrative diffi- 
culties, wastes time, costs money, and does not do any good. 

Mr. Wry. Mr. Leirfallom, have you had occasion in your State 
department, in checking on eligibility for old-age assistance, to ascer- 
tain or to try to asc ertain whether aged persons have been reported 
on Federal income-tax returns as dependents of Federal income-tax 
payers? 

Mr. Poor. I have one recollection of a letter being written by a 
county to the Federal Department of Internal Revenue. I also know 
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of phone calls that have been made to our own regional or district 
office, whatever it happens to be, in St. Paul. 

Mr. Winn. Was this income-tax information valuable to you in 
checking the question of dependency of aged people? 

Mr. Poor. We could not get any, sir. 

Mr. Wrxn. You mean that the Bureau of Internal Revenue turned 
you down in your request for information which would be shown on 
taxpayer returns ¢ 

Mr. Poor. That is right. 

Mr. Winn. Do you think that it would be helpful to you if you 
could have it? 

Mr. Poor. I would say it would be very helpful. 

Chairman Curtis. I want to say at that point, I think there are 
two matters involved that lead into a problem that the full Committee 
on Ways and Means considered over a period of many years, not in 
relation to assistance but just general, and that is the privacy of the 
income-tax return. Was the request made, do you know, either by 
letter or telephone, to look at the contents of the income- tax returns 
to ascertain the man’s income and his ability to support a relative, 
or was it merely to get the answer to this question: Is a certain person 
claimed as a personal exemption on another person’s income by reason 
of support? Which was it? 

Mr. Poor. In the first instance, the letter was written to determine if 
the son had taken the father for a dependent. The telephone calls 
were not related to old-age assistance; they were related to aid to the 
blind, where we have so many piano tuners, self-employed radio 
repairmen, and such who do not report income to us, and we tried 
that as a source of information on that. 

Chairman Curtis. I might say that a number of States have ex- 
pressed interest in this and in months gone by there have been quite 
a number of State delegations in Congress concerned with the matter. 
I have had an exchange of letters with the Treasury Department. If 
you will number those exhibits, I will not have the letters read 
right now. 

If there is no objection, we will receive in the record exhibits 
102, 103, 104, and 105. These exhibits consist of an exchange of cor- 
respondence between the chairman of this committee and the Treasury 
Department. 

(The letters referred to, marked “Exhibits 102, 103, 104, and 105,” 
follow :) 

ExHrtsir 102 
OcToser 6, 1953. 
Hon. Grorce M. HUMPHREY, 
Secretary of the Treasury, Washington, D. C. 

My Dear Mr. Secretary: As you know, a House Ways and Means Subcom- 
mittee is making a factual investigation of social security. It is in this connec- 
tion that I am writing for some information concerning Treasury policy. 

I understand that the Department of the Treasury will make information con- 
tained in Federal income-tax returns of individuals available to State or local 
tax authorities for purposes of collecting taxes. I also understand that State 
and local officials of State welfare departments have in past years repeatedly 
sought from the Department of the Treasury certain information contained in 
Federal income-tax returns of individuals. These officials wanted to determine 
whether individuals, in filing their income-tax returns, have claimed as depend- 
ents relatives who are recipients of old-age assistance or aid to dependent chil- 
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dren payments. I would like to be informed as to what the policy of the 
Treasury has been in this matter and why this position has been taken 

According to my information, the Treasury has apparently been willing to 
assist in a tighter administration of State and local tax laws and hence in 
increasing such tax receipts. With a very large part of the payments to recip- 
ients of old-age assistance and aid to dependent children financed through Fed- 
eral grants-in-aid, it would seem that the Treasury would similarly be desirous 
in achieving more effective administration of these two public-assistance pro- 
grams. A reduction in Federal expenditures for public assistance or an increase 
in Federal income-tax receipts could thus be achieved. This would result from 
the fact that either public-assistance recipients, who are actually supported by 
relatives, would become ineligible for assistance payments, or the claims of indi- 
viduals on their Federal tax returns for aged or other dependents would be 
disallowed. 

I would greatly appreciate receiving at your earliest possible convenience a 
statement of Treasury policy in this matter and the underlying reasons, 

Sincerely yours, 
Cart T. Curtis, Chairman, 





ExHIsiT 103 


TREASURY DEPARTMENT, 
Washington, October 27, 1953. 
Hon. Cart T. CurtTIs, 
Chairman, Subcommittee on Social Security, 
Committee on Ways and Means, 
New House Office Building, Washington, D. C. 

My Dear Mr. Curtis: This is in reply to your letter of October 6, 1953, in 
which you request information as to the policy of this Department regarding 
inspection of Federal income-tax returns by officials of State welfare depart- 
ments. As you know, in recent years several of the State welfare departments 
have expressed interest in obtaining authority to inspect income-tax returns 
of relatives of welfare recipients who may be claiming the welfare recipients 
as dependents. It has been the feeling of the officials of these welfare depart- 
ments that a substantial number of persons are receiving welfare assistance 
although they are actually ineligible for the payments under the applicable 
State laws, and that the welfare departments could prove this if they had 
access to the returns of relatives who have a responsibility to support these 
welfare recipients. 

Very recently this Department made a careful reexamination of this matter, 
in connection with a specific request from a State, and reached the conclusion 
that under the applicable laws the Department had no alternative but to deny 
the request. Existing law strictly limits the extent to which and the manner 
in which publicity may be given to tax returns. With respect to inspection of 
income-tax returns by States, section 55 (b) of the Internal Revenue Code pro- 
vides for inspection of income-tax returns by any official, body, or commission 
lawfully charged with the administration of any State tax law, but only for 
State tax administration purposes or for the purpose of obtaining information 
for the use of local tax authorities in administering the tax laws of political 
subdivisions of the State. 

Inquiry was also made, however, in connection with this most recent State 
request, whether the returns of specific persons could be examined if these 
specific persons furnish a power of attorney authorizing such an examination 
to be made. The applicable regulations provide that the income-tax return of 
an individual shall be open to inspection by the individual or by his duly con- 
stituted attorney in fact, and that a copy of the return may be obtained by 
the individual or such duly constituted attorney. The Department has taken 
the position, under these regulations, that it will permit inspection of returns, 
or furnish copies thereof, under powers of attorney held by an official of a 
State welfare department or other proper official of the State. 

Very truly yours, 
M. B. Fotsom, 
Acting Secretary of the Treasury. 
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EXHIBIT 104 
NOVEMBER 2, 1953. 
Hon. Grorce M. HUMPEREY, 
Secretary of the Treasury, 
Washington, D. C. 

My Dear Mr. Secretary: I want to thank you for your letter of October 27, 1953, 
in reply to my inquiry daied October 6, 1953. 

According to your letter, the policy of the Treasury Department has been 
to refuse requests from State welfare departments to inspect the actual income- 
tax returns of individuals and that this policy is in strict accord with the 
Internal Revenue Code, section 55B. My inquiry, however, related to what the 
policy of the Department has been where the State welfare administrator did not 
request an opportunity to inspect an income-tax return but merely to be informed 
whether a particular person in his income-tax return had listed his aged parent, 
or parents, as dependents and had thereby claimed deductions for income-tax 
purposes. 

I would appreciate it if you would inform me at your earliest possible con- 
venience what the policy of the Department is in this situation. 

Sincerely yours, 
Cart T, Curtis, Chairman. 


ExHIsir 105 


TREASURY DEPARTMENT, 
Washington, November 238, 1958. 
Hon. Cart T. Curris, 
Chairman, Subcommittee on Social Security, 
Committee on Ways and Means, New House Office Building, 
Washington 25, D. C. 

My Dear Mr. Curtis: This is in reply to your letter of November 2, 1953, 
requesting information as to the policy this Department follows where an official 
of a State welfare department asks to be informed whether a particular person 
has claimed his aged parent, or parents, as dependents in his income-tax return. 

You will recall that in my letter to you of October 27, 1953, I pointed out 
that this Department does not have authority to permit officials of State welfare 
departments to inspect the returns of relatives of welfare recipients who may 
be claiming the welfare recipients as dependents unless such taxpayer relatives 
agree to permit such inspection. Accordingly, I pointed out, the Department 
will permit inspection of a return by an official of a State welfare department 
or other proper official of a State if the taxpayer has granted permission for such 
inspection by giving the official a power of attorney for this purpose. 

The Department has consistently construed the limitations on inspection of 
returns as a prohibition against revealing any matter set forth in a return in 
any case where inspection of the return itself could not be permitted. Accord- 
ingly, the Department feels that in any case where an applicant may not be 
granted permission to inspect a return, compliance with the law requires that 
no information be given regarding details set forth in the return, such as the 
individuals who are claimed by the taxpayer as dependents. The only exception 
to this rule is provided in section 55 (e) of the Internal Revenue Code, which 
directs the Commissioner to have prepared and made available for public 
inspection in the Office of the District Director of Internal Revenue in each 
internal-revenue district, lists containing the name and the address of each 
person making an income-tax return in such district. 

Very truly yours, 
M. B. Forsom, 
Acting Secretary of the Treasury. 


Chairman Curtis. Mr. Leirfallom and Mr. Poor, again I want to 
thank you for your appearance here and for the helpful information 
you have given this subcommittee. We appreciate the fact that you 
have made this trip to Washington and that on a prior occasion 
you have consulted with the staff to tell them some of the problems 
that you face in this field. This information is very helpful. You 
have been good witnesses. 
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I can understand why it is that you are doing a good job in the 
State of Minnesota. We thank you very much. 

Unless there is something further you wanted to say you will be 
excused. 

Mr. Lerrratiom. I might add one other thing, Mr. Chairman, and 
that is, whatever has been said by us as witnesses in no instance should 
be taken as a personal criticism or reflection on anyone. 

Chairman Curtis. I appreciate that and I am glad to hear you 
say it. As chairman of this committee it is something I have stressed 
over and over again. We want to look at the facts, see what the 
problems are, see what the complications are, see what we are doing 
and why, and let the facts speak for themselves without involving 
any personalities. We are not interested in that angle. You are 
excused. 

Chairman Curtis. The committee will resume, and, once more, I 
want to welcome Mr. Ball, Mr. Packer, and Mr. Bartlett for their 
appearance here today. 


STATEMENT OF ROBERT M. BALL, ACTING DIRECTOR, BUREAU OF 
OLD-AGE AND SURVIVORS INSURANCE, ACCOMPANIED BY EWELL 
T. BARTLETT, ASSISTANT DIRECTOR, IN CHARGE OF DIVISION 
OF CLAIMS CONTROL, AND HAROLD P. PACKER, ASSISTANT GEN- 
ERAL COUNSEL, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE—Resumed 


Mr. Winn. Mr. Ball, I have here a table which has been prepared 
by the staff and which is entitled “Hypothetical Amount of Benefits 
Under the 1935 Act.” I understand that you have checked the com- 
putations on this table, the hypothetical assumptions as shown in this 
table, and that they appear to be correct. 

Mr. Baty. Yes, Mr. Winn. 

Mr. Winn. Mr. Chairman, I ask that this table be received in 
evidence and made a part of the record and marked “Exhibit 106.” 

Chairman Curtis. Without objection, it so ordered. 

(The table referred to, marked “Exhibit 106,” follows :) 
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EXHIBIT 106 


Hypothetical amount of benefits under the 1935 act 


Married, dies, survivors receive monthly 
benefit 


Single person 





Number of years of covered employment, 


Average monthly wages, and date of | Retires Young widow with— 





ie 
death or retirement == fare i, 4 Aged nietictamnall iaiessneetenmncnteitniiias 
monthly | estate | widow | | nia | 2child- | 3 child- 
benefit : ren ren 
Worker retires or dies Jan. 1, 1940, with 
14% years in covered employment, whose | 
monthly wages averaged Jan. 1, 1937- 
Dec. 31, 1939 
$50 oy None $63 
$100 ws None 126 
$150 . a None 189 « 7 - 
$200 aa None 252 
$250 vee 4 2 None 315 ‘ 
Worker retires or dies Jan. 1, 1947, with 
10 years in covered employment, whose 
monthly wages averaged Jan. 1, 1937 
Jan. 1, 1947 
$50 s a bets s $17. 50 OD Be eee ee ee chai 
$100 : 22. 50 420 
eee —_ ' Sonia 27. 50 Jt) banc® ish teen hadlnhaodhkeemeehehad= ° 
$200 . 32. 50 840 
$250 . heel 37. 50 RE Dench dua didaens 5 atadabnited ibe cece 
Worker retires or dies Jan. 1, 1957, with 20 
years in covered employment, whose 
level monthly wages averaged Jan. 1, 
1937-Jan. 1, 1957: 
$50 420 
$100 840 ° 
$150 1, 260 > 
$200 { 1, 680 nm 
$250 ‘ o4 fag 56. 25 2, 100 ° 
Worker retires or dies Jan. 1, 1977, with 40 
years in covered employment, whose 
level monthly wages averaged Jan. 1, 
1937-Jan. 1, 1977 
$50___. = = 32. 50 840 -- 
$100 51. 25 1, 680 
$150 61. 25 2, 520 we 
$200 suai ‘ 71. 25 3, 360 |. = seal eali aaein 
$250 81. 25 4, 200 * ; atinaiinaiaad > 


F Couret Computed by the staff and with reference to the Federal Security Agency’s Actuarial Studies, 

Mr. Winn. I have another table, entitled “Hypothetical Amount of 
Benefits Under the 1939 Act,” which also was prepared by the staff, 
but which I understand you have checked. ‘Those figures that are 
shown on here are computed properly; is that true? 

Mr. Batu. That is correct, Mr. Winn. 

Mr. Winn. Lask that this be made a part of the record and marked 
“Exhibit 107.” 

Chairman Curtis. Without objection, it is so ordered. 

(The table referred to, marked “Exhibit 107,” follows :) 
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ExHistir 1(7 


Hypothetical amount of benefits under the 1939 act 


Amount of monthly benefits or lump sum payable to 








Unmarried worker Married worker’s survivors upon 
worker’s death— A mount of monthly 
Number of years of covered employment, benefits payable 
average monthly wages and date of death Lump senniipainbsibaiig ee 
orretirement ! Monthly sum a : é 
benefits eo Young widow with- 
wee NY | es 
atage65 | Upon widow +} 2 chil- 3chil- 
; death 1 child dren dren 3 
Worker who dies or retires Jan. 1, 1940, | 
after 1% years in covered employment | | 
with average monthly wages earned | | | 
during 1937-39 of | | 
$50 $20.40 | $122.40 $15. 30 $25. 50 $35. 70 4 $40. 00 
$100 ' 25. 50 153. 00 19. 13 31.88 44. 63 | 51.00 
$150 oe ok 30. 60 183. 60 22. 95 38. 25 53. 55 61. 20 
$200__. 2 35. 70 214. 20 26. 78 44.63 62. 48 71.40 
$250 _- 40.80 | 244. 80 30. 60 51.00 71. 40 | 81. 60 
Worker who dies or retires Jan. 1, 1947, | | | 
after 10 years in covered employment | | | | 
with average monthly wages earned of— | | 
$50 ; ‘ 22. 00 132. 00 16. 50 | 27. 50 38.50} 440.00 
$100 | 27. 50 | 165. 00 20. 63 | 34. 38 48.13 | 55. 00 
$150 sped | 33.00 | 198.00 24. 75 | 41, 25 | 57. 75 | 66. 00 
$200. i Ob ta eee 38.50 | 231.00 28.88} 48.13 67. 38 | 77.00 
$250_. 44. 00 264. 00 33.00 | 55. 00 77.00 5 85. 00 
Worker who dies or retires Jan. 1, 1957, | | } 
after 20 years in covered employment | | | 
with average monthly wages earned of— | | 
$50 S cand c | 24.00} 144.00 18.00} 30.00} 440.00} 440.00 
pe ee Scmmecenabaind Kanna 30. 00 | 180. 00 22. 50 | 37. 50 | 52. 50 | 60. 00 
Rha teen ticket sins dnidaaialoe 36.00 | 216.00 27.00 | 45. 00 | 63.00 | 72. 00 
ee nitvemanmnenidendhe ss 42. 00 252. 00 31. 50 52. 50 | 73. 50 | 84. 00 
$250... a |} 48.00 288. 00 36. 00 60. 00 84. 00 5 85. 00 
Worker who dies or retires Jan. 1, 1977, | | | 
after 40 years in covered employment | } 
with average monthly wages earned of— | | | 
$50__. es peed b | 28. 00 168. 00 21.00 | 35. 00 440.00 4 40.00 
$100 ie een : 35. 00 210. 00 26. 25 | 43.75 | 61. 25 70. 00 
$150 : ; | 42.00] 252.00 31.50 | 52.50 73. 50 | 84. 00 
$200_...- - a na 49.00 | 294.00 36. 75 | 61. 25 5 85. 00 5 85. 00 
$250... | §6.00 | 336.00 42.00} 70.00) 485.00} 585.00 
| 


1 It is assumed that an individual is paid at least $200 in each year of coverage in order to be eligible to re- 
ceive the l-percent increment. 

2 Payable under 1939 act only if deceased worker currently or fully insured and left nosurvivors who would 
be, upon filing, entitled to a survivors benefit for the month of his death. 

* The maximum of twice the primary amount limits in a general sense the amount payable to a widow and 
3 surviving children to 2 times the primary amount rather than to 24 times the primary amount (% of the 
primary amount for the widow and \ for each surviving child). 


4 Maximum limitation of 80 percent of average monthly wage limits this amount. 
5’ Maximum amount payable, $85. 


Source: Computed by the staff and with reference to the Federal Security Agency’s Actuary Studies, 
14 and 30. 


Mr. Winv. I have here another table which was prepared by the 
staff, entitled “Hypothetical Amount of Benefits Under the 1950 Act.” 
I understand, Mr. Ball, that you also checked the computations on 
that table, and they are correct ? 

Mr. Batu. That is correct. 

Mr. Win. I ask that this be made a part of the record and marked 
“Exhibit 108,” Mr. Chairman. 

Chairman Curtis. Without objection, it is so ordered. 
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(The table referred to, marked “Exhibit 108,” follows:) 


EXHIBIT 108 


Hypothetical amount of benefits under the 1950 act? 














Amount of monthly benefits or lump-sum payable to— 
Unmarried worker Married worker’s survivors upon 
>i se worker’s death—Amount of monthly 
Number of years of covered employment, benefits payable 
average monthly wages and date of death = = — 
orretirement Monthly oneal. ; ws 
henefits c g uw - 
an = ableto | Young widow with 
tirement estate — : re =] 
ee upon dov 9 chil- »hil- 
stages | Qeath rena | 2k | Shi 
I. Worker who died or retired Jan. 1, 
1940, after 144 years in covered em- | 
ployment with average monthly | 
wages of— 
$50 i eae aoe oa. $37. 60 $112. 80 28. 20 $56.40 | 2 $60.20 | $60. 40 
$100 ‘ : jabeshlaas 47. 50 142. 50 35. 70 71.40 276.10 | 76. 20 
$150 54. 70 164. 10 41.10 82. 20 2 105. 20 105. 40 
$200 : 59. 90 179. 70 45. 00 90.00 | 120.00 | 132. 90 
$250 ; ‘ 64. 80 194. 40 48. 60 97. 20 129. 60 | 150. 00 
II. Worker who died or retired Jan. 1, | 
1947, after 10 years in covered em- 
ployment with average monthly 
wage of 
$50 oulbe oe 40. 20 120. 60 30. 20 60. 40 264. 40 64. 60 
$100 Bates ihe 50. 80 152. 40 38. 10 76. 20 284. 40 | 84. 40 
$150 ; 57. 20 171. 60 42. 90 85. 80 114. 50 | 118. 7 
$200 62. 70 188. 10 47.10 94. 20 125. 50 147. 90 
$250 : pe 67. 60 202. 80 50. 70 101. 40 135. 30 150. 00 
III. Worker who dies or retires Jan. 1, 
1957, after 20 years in covered em- 
ployment with level monthly 
wages of— | 
$50 41, 80 125. 40 31. 40 62. 80 2 66. 90 67. 20 
$100 52. 20 156. 60 39. 20 78. 40 291.80 | 91. 80 
$150 58. 40 175. 20 43. 80 | 87. 60 116. 80 | 125. 10 
$200 E 8 65. 00 195. 00 48. 80 97. 60 | 130. 20 150. 00 
$250 . 72. 50 217. 50 54. 40 108, 80 | 145. 10 150. 00 
IV. Worker who dies or retires Jan. 1, 
1977, after 40 years in covered em- 
ployment with level monthly 
wages of— | 
$50 — oneal 
$100 | 
$150 ‘ . (4) (4) (4) (*) (*) (*) 
$200 
$250 Sinbsnsinscie cated Sibines | 
\ 


1 Monthly benefits are amounts payable after August 1950. Lump-sum payments are applicable only for 
deaths after August 1950 

2 Maximum benefit provision applies. 

3 Based on ‘‘new start’’ formula 


4 Same amounts as if he had died or retired Jan. 1, 1957, after 20 years’ in covered employment, sec. IJ 
above 


Mr. Wrxn. I also have a table prepared by the staff entitled “Hypo- 
thetical Amount of Benefits Under the 1952 Act.” I understand you 
have also checked this table, and the computations thereon are cor- 
rect; is that right? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. I ask that this table be received as a part of the record 
and marked “Exhibit 109,” Mr. Chairman. 

Chairman Curtis. Without objection, it is so ordered. 

(The table referred to, marked “Exhibit 109,” follows:) 
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ExHIsirT 109 


Hypothetical amount of benefits under the 1952 act* 


Amount of monthly benefits or lump-sum payable to- 


Unmarried worker Married worker’s survivors upon 
: Ni worker’s death— Amount of monthly 
Number of years of covered employment, benefits payable 
average monthly wages and date of death I a 
or retirement Monthly aap 


sum pay- 

















| benefits | “able to Young widow with— 
pet oe) 188 ———— ei 
age65 | death widow | 1child 2chil- | 3chil- 
| | | dren dren ? 
i | | 
I. Worker who died or retired Jan. 1, | 
1940, after 144 years in covered em- | 
ployment with average monthly | | | 
wages of: | | | | 
DR sinha tel ° | $42. 60 | $127. 80 | $32.00 | 2 $61.60 | 2 $61.70 $61. 70 
$100 - 53.50 | 160. 50 | 40. 20 277.60 | 277.70 77.90 
$150 . debilaeeiabeaetert 61.60 | 184.80 | 46. 20 | 92.40 | 2115.20 | 115. 30 
GSS = Soenae 67. 40 | 202. 20 50. 60 101. 20 135. 00 146. 60 
} 0...-.. niente 72.90 | 218.70 54. 70 109. 40 145, 90 168. 90 
II, Worker who died or retired Jan. 1, 
1947, after 10 years in covered em- | 
ployment with average monthly 
wages of: | | 
en, Ne dcduaweobaenin 45.30 | 135.90] 34.00] 265.60] 265.60 65. 90 
$100___- ine dan selederapeeia mmate 57. 20 171. 60 42.90 85.80 | 292.10 | 92.10 
Si usceveisdwenswomese satboaeh inte 64. 40 193. 20 48. 30 96.60 | 128.90 130. 70 
la haha al tae 70. 60 211. 80 53. 00 106. 00 141. 40 163. 30 
i cidiviaid dah eisiner widen’ la 76. 10 228. 30 57.10 114. 20 152. 30 168. 90 
III, Worker who dies or retires Jan. 1, 
1957, after 20 years in covered em- 
ones with level monthly wages 
of: 
Bester Ss! ante heen ore 7.10 141. 30 | 35. 40 268.80 | 268,80 | 69. 00 
ieee Pe ee dee 58. 80 176. 40 44.10 88, 20 2100. 10 100. 20 
Bai cbbadunacteweahvdedadtaa 65. 70 | 197. 10 | 49. 30 98. 60 131. 50 137. 10 
i iaicieiniiall ninciintiraiiammicteiatimalicials 72. 00 | 216. 00 | 54. 00 108. 00 | 144. 00 168. 90 
RI oe ect rates oa ona nena canel 7 aeeae 1 232. 50 58, 20 | 116. 40 | 155. 20 168. 90 
IV. Worker who dies or retires Jan. 1, | | | 
1977, after 40 years in covered em- | | | 
erment with level monthly wages | | 
of: | | 
ALO | 
GL whdeds sd ddtnde, ~3iueaue eed | | 
Se disc sietennndadinne Oe Gut 0 for © | @& (4) 
on ae iia at | | | | 
GEE ctncenccocccsesstdetabdedleus 

















1 Monthly benefits are amounts payable after August 1952, Lump sum payments are applicable only 
for deaths after August 1952. 
2 Maximum benefit provision applies. 
3 Based on “new start’’ formula. 
a amounts as if he had died or retired Jan. 1, 1957, after 20 years in covered employment, section ITI 
above. 


Chairman Curtis. Before we begin the matter that is scheduled to 
be taken up today I might, at this point, insert some information in 
the record that relates to our first day’s hearing. At that time Mr. 
A. C. Donalson, of the State Department, testified that they had 
certain questionnaires that they had just received from Rome, Italy. 
Those questionnaires were filled out by beneficiaries of title II of 
our social-security law, and he offered to have a tabulation made con- 
cerning the answer to the question as to whether or not they were 
citizens. 

At this point I would like to insert in the record, if there is no 
objection, exhibit 110, which is an office memorandum from Mr. A. C. 
Donalson, director of the special consular services, Department of 
State, to Mr. Schlotterbeck, dated November 16, 1953. 
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(The memorandum referred to, marked “Exhibit 110,” follows :) 


Exuistir 110 
OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


Date: November 16, 1953. 


To: Mr. Karl Schlotterbeck, Ways and Means Subcommittee, House of Repre- 
sentatives. 

From: A. C. Donalson, Director, Office of Special Consular Service, Department 
of State. 

Subject: Social-security questionnaires from Italy, 1953 


Reference is made to your subcommittee’s interest in the questionnaires re- 
ceived from the American Embassy at Rome, Italy, pertaining to the annual 
investigation of social-security beneficiaries in that country, 

A citizenship analysis of the 7,759 questionnaries shows the following: 





I cscs Scans aided is tiie ts i a a 4, 446 
lee acces ean ip ics bees caecsaesn enna is Niniio ene acim eenenesig ta 3, 002 
a Bee a le ee 311 

I st I a ab a I 5 IIS tear tceiiie crease 7, 759 

A breakdown of the beneficiaries by type of payment shows the following: 

A, Wage earner___-__-._- ininlaniaianisniise eins eeciaigebnaie wien ac cemeseas 4, 922 
sa Ne Fi a aa aoawisawa, TOO 
I a eee ahi 5 ee >, eee a oie anes oa ahs ae eee 194 
OR eae a ee ee oe ee Ee, ee ee ee 704 
a eran Guanes eo Wee One We ho ed oo 2 . cmenieinanmann enna 93 
nn ee aes lee ae asS Lee 51 
G. Nonrecurring lump-sum payMents.....~. ccannwncencssiictinddbewslags 5 


Da i aa ae nalts imei igen ieee 7, 759 
Chairman Curtis. I might say that his tabulation of these recipi- 
ents residing in Rome, Italy, as to their citizenship shown by the 


questionnaires, is as follows: 


A citizenship analysis of 7,759 questionnaries shows the following: Aliens, 
4,446; Americans, 3,002; no answer on the questionnaire, 311. 

A breakdown of the beneficiaries by type of payment shows the following: 
Wage earner, 4,922; wife, 1,790; child, 194; widow, 704: widowed, child in her 
care, 93; parents, 51; nonrecurring lump-sum payments, 5. 

Turning to the matters before us today, the Members of Congress 
have received many letters protesting what the writers of these letters 
call discrimination against the women under the Social Security Act. 
T would like to read parts of some of these letters into the record in 
order to indicate the tone of these protests. 

The following is from a letter, copies of which were sent. in August 
1953, to Mrs. Hobby, Senator Ferguson, and myself by a lady living 
in Morrice, Mich. I quote: 


It seems fitting to me as a working woman to make a case, which, we consider, 
“discrimination against us,” regards our social-security benefits. 

Let’s take for example: Mrs. Smith has no social security card, has never 
worked publicly, and at 65 years she is entitled to and gets one-half of the old- 
age survivors benefits which Mr. Smith receives. 

Mrs. Jones, her neighbor, has worked for many years and paid in social 
security. Mr. Jones has also worked like Mr. Smith, and at 65 received his 
old-age survivors benefits. 3ut Mrs. Jones, because she has earned her own 
benefits, is entitled to receive only her own or one-half of Mr. Jones’ benefits, 
whichever is the greater. 
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Another lady living in La Crosse, Wis., wrote to the Honorable 
Harold C. Ostertag of New York on January 10, 1953, the following: 


As revision of the social-security law is under discussion, I wish to bring to 
your attention what I think is most unjust to married women who have been 
employed many years and built up a retirement fund for themselves. 

Many women, and most of them are wealthy and not in need of the social- 
security benefits, have never worked and contributed to the fund, yet they will 
enjoy benefits earned by their husbands. 

Then why are women who have had to work all these years not entitled to 


this benefit as well as to the one they have themselves earned and contributed 
toward? 


A letter, dated January 13, 1953, written to me by a lady living in 
Canton, [11., reads in part as follows: 


Another wrong, even greater, should be corrected. A husband and wife both 
work, and both have paid their tax for social security, deducted from their 
salary each month. Yet when they both reach 65 and should receive their 
social security, the wife is penalized and only receives what she would have 
received even though she had never worked and never paid any tax. Why 
isn’t she entitled to her benefits the same as a single woman? 


A man living in Collegeville, Pa., sent me a copy of a letter he had 
written to President Eisenhower on October 21, 1953, which reads in 
part as follows: 


During World War ITI the writer was superintendent and production manager 
of a United States flag factory. . . . In order to speed up production and 
expedite delivery, the writer influenced a great many married ladies, who were 
experienced in flagmaking, to come into the factory. ... My wife was one who 
helped in the war effort by doing homework. When she reached the age of 65 
years, she applied for social-security payments. She learned that she was 
entitled to $25 per month. Her husband, in the meantime, retired and was 
drawing social-security payments. One-half of the amount paid to the husband 
is larger than the amount due the wife, and, as per the law, the wife is paid 
either one or the other amount, whichever is the larger. My contention is that 
when my wife, as thousands of other housewives, helped out in the war effort 
and paid their social-security dues into the fund, as well as the employer paying 
into the fund in their behalf, they certainly should be entitled to the amount 
due them in addition to one-half of the amount paid to their husbands. 

... Furthermore, ever since the law became active there have been, and there 
still are, a great many single female workers employed in industry and various 
vocations which are under social security. When these girls marry men who 
are under social security, unless there is a change in the law, when they reach 
the age of 65 they will learn that the monies they paid, as well as the employers 
paid in their behalf, will be a loss.... The law compels every employer to deduct 
social-security dues from all employees and must also make a payment into 
the fund in the name of every employee. Is it American and democratic to 
compel female employees to contribute to a fund from which there is no redress 
in case of marriage? This is almost comparable to taxation without representa- 
tion. 


A recent widow living in Long Beach, Calif., wrote to me on March 
16, 1953, along similar lines in respect to survivors benefits as follows: 

When he (her husband) died they took his 8. S. away from me because my 
own was a little more than two-thirds of his. ... If I could have had or kept his 
check and my own with a little help from the children I could have got along. 
But when they took that away I had to apply for oil-age aid or benefit. . . . I con- 
tend I am not getting old survivors benefit. 

I read those into the record for the purpose of showing the problems 
that exist in the minds of the people back home. I am not unaware 
of the fact that the statute does not specifically in any instance dis- 
criminate against anyone because of sex. The point is that, with the 
law as applied to the pattern of the lives of most of the people, we have 
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a result that produces that practical effect in many instances and, thus, 
raises those problems. 

You may proceed, Mr. Winn. i 

Mr. Win. Mr. Chairman, at this time I offer for inclusion in the 
record with the request that it be marked “Exhibit 111,” a table which 
has been prepared by the staff, entitled “Women in the Civilian Labor 
Force, by Age Groups, 1940-53.” The two columns entitled “Number 
of Women in Civilian Labor Force” give figures which were obtained 
from a statistical guide entitled “Women as Workers,” published by 
the United States Department of Labor, Women’s Bureau, table 21. 
The other two columns, entitled “Number of Women in Civilian Em- 
ployment” are from the United States Bureau of the Census, Current 
Population Reports, P—50, No. 2, table 5; P-57, No. 118, table 6; and 
P-57, No. 130, table 6. The percentage computations in the table were 
made by the staff. 

Chairman Curtis. Without objection, it will be so received and 
marked “Exhibit 111.” 

(The table referred to, marked “Exhibit 111,” follows :) 


EXHIBIT 111 


TABLE 62.—Women in the civilian labor force, by age groups, 1940-53 
! { # 


{In thousands] 


Number of women in civilian | Number of women in civilian 

















labor force ! employment ? 
Age in years ey + 7 
a | Percent | . Percent 
3 3 4 ‘4 53 3 
1940 19: change 1940 1953 | change 
14 years and over ‘ Jae bhtied 13, 840 18, 912 +36. 6 11, 920 18, 434 +54. 6 
= = — — —— —==== —SS>>_l oO 
14 to 24 4, 280 | 4, 142 3, 410 3, 972 +16.5 
14 to 19 1, 460 | 1, 704 +16.7 (8) 
20 to 24 2, 820 2, 438 —13.6 ( | 
25 to 54 8,330 | 12,218 |__ | 7,400| 11,960 
25 to 34 3, 820 4, 192 +9. 7 (s 
35 to 44 2, 680 4,470 +16.8 (4) | 
45 to }4_. 1, 830 3, 556 +94.3 (5) cee 
== : = - - = Se SS 
55 and over 7 1, 230 2, 552 +107. 5 1, 100 2, 502 | +127.5 
55 to 64__. Q —_ 920 1, 968 +113.9 (5) 1, 934 . 
65 and over _. 310 584 +88. 4 (5) GUE fkiedocnces 


1U. 8. Department of Labor, Women’s Bureau, ‘‘ Women as Workers—A Statistical Guide,” table 21. 

? U.S. Bureau of the Census, Current Population Reports, P-50, No. 2, table 5; P-57, No. 118, tables 6, 
and P-57, No. 130, table 6 

3 Last week of March. 

4 April 

$ Not available. 


Mr. Wry. Mr. Ball, you have a copy of exhibit 111 in front of you? 

Mr. Bau. Yes. ' 

Mr. Winn. How many women 14 years and over were in civilian 
employment in 1953? 

Mr. Baux. 18,434,000. 

Mr. Winn. And how many were in civilian employment in 1940? 

Mr. Baw. 11,920,000. 

Mr. Winn. What was the percentage increase in the number of 
women in civilian employment from 1940 to 1953? 
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Mr. Bax. 54.6 percent increase. 

Mr. Winn. How many women 55 years and over were in civilian 
employment in 1953? 

Mr. Bau. 2,502,000. 

Mr. Winn. How many women 55 years and over were in civilian 
employment in 1940? 

Mr. Baux. 1,100,000, Mr. Winn. 

Mr. Winn. What was the percentage increase in the number of 
women 55 years and over in civilian employment from 1940 to 1953 4 

Mr. Batu. 127.5 percent increase. 

Mr. Wryy. Still with reference to exhibit 111, what is the difference 
between the terms “civilian labor force” and “civilian employment” 

Mr. Baty. Mr. Winn, civilian employment includes those at work 
during the survey week, whereas the civilian labor force includes, in 
addition to that, unemployed individuals. 

Mr. Winn. Was there much difference in 1953 between the numbers 
of women in the civilian labor force and the actual numbers of women 
in civilian employment ? 

Mr. Batu. No. The difference was only 478,000 or 2.5 percent. 

Mr. Winn. Was there much difference in 1940 between the number 
of women in the civilian labor force and the actual numbers of women 
in civilian employment ? 

Mr. Batu. Yes. At that time there was a considerable amount of 
unemployment. The difference then was 1,720,000 or 13.9 percent. 

Mr. Winn. How many women 55 years and over were in the civilian 
labor force in 1953? 

Mr. Bau. 2,552,000. 

Mr. Winn. And how many women 55 years and over were in the 
civilian labor force in 1940? 

Mr. Bau. 1,230,000, Mr. Winn. 

Mr. Winn. What was the percentage increase in the number of 
women 55 years and over in the civilian labor force from 1940 to 1953 ¢ 

Mr. Baty. That was 65 years and over ? 

Mr. Winn. No; 55 and over. 

Mr. Batu. There was an increase of 107.5 percent for those 55 and 
over. 

Mr. Winn. Mr. Ball, would you conclude that the number of 
workingwomen has increased greatly during the last 12 or 13 years? 

Mr. Batu. Yes, by about 614 million. 

Mr. Winn. Has the percentage increase in the number of women 
working from 1940 to 1953 been the highest for those women 55 years 
and over? 

Mr. Batt. Yes. The percentage increase for those 55 and over is 
higher than for the other age groups. 

Mr. Wty. Is it your opinion that the upward trend in the number 
of women working will continue? 

Mr. Baty. I would expect so, Mr. Winn. 

Mr. Winn. Does the upward trend in the number of women work- 
ing mean that more and more women are paying FICA taxes as years 
go by? 

Mr. Batu. Yes. 

Mr. Wixy. Mr. Chairman, at this time I offer for inclusion in the 
record, and ask that it be marked “Exhibit 112,” a table entitled 
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“Labor Force Status of Women in Civilian Population by Marital 
Status, March 1940 and April 1952.” This table was prepared by 
the staff. The data were obtained from the Bureau of the Census, 
Current Population Reports, Labor Force, Series P-50 and P-57, 
and the United States Department of Labor, Women’s Bureau, publica- 
tion, Women as Workers—A Statistical Guide, table 25, page 63. 

Chairman Curris. Without objection, it will be received in the 
record and marked “Exhibit 112.” 

(The table referred to, marked “Exhibit 112,” follows:) 

ExHIBIT 112 
TABLE 63.—Labor force status of women in civilian population by marital status, 
March 1940 and April 1952 


[In thousands] 


Female civilian population In civilian labor force 





Number 

Marital status = Percent | yrarch April | Percent 

changes 1940 1952 change 

March April 1940-52 . aii 1940-52 

1940 1952 

Total, 14 years and over 50, 550 58, 034 +14.8 13, 840 +35. 9 
Sinek ; 13, 936 11, 068 —20.6 6, 710 —17.6 
Married 30, 090 38, 670 +28.5 | 5, 040 +105. 4 
Husband present. . 5 28, 517 36, 510 +28. 0 4, 200 | +119. 6 
Husband absent : 1, 574 2, 160 +37.3 840 +34.3 
Widowed and divorced. ‘ ; 6, 523 8, 296 +27.2 2, 090 +40. 2 
Source: Bureau of the Census, Current Population Reports, Labor Force Series P-50 and P-57, U. 8. 


Department of Labor, Women’s Bureau. Women as Workers, a Statistical Guide, table 25, p. 63. 


Mr. Winn. Mr. Ball, you have exhibit 112 before you? 

Mr. Bau. Yes. 

Mr. Winn. What was the percentage increase in the number of all 
women 14 years and over in the civilian labor force, March 1940 to 
April 1952? 

Mr. Bax. 35.9 percent increase. 

Mr. Winn. And what was the percentage change in the number of 
single women in the civilian labor force from March 1940 to April 
1952 ¢ 

Mr. Batu. That was a decrease, Mr. Winn, of 17.6 percent. 

Mr. Winn. Why do you think there was a decrease in the numbers 
of single women working in April 1952 as compared to March 1940? 

Mr. Batu. Apparently the decrease in the number of single women 
in the labor force was due to the decrease of 2.9 million or 20.6 per- 
cent in the number of single women in the population as a whole 
during that period. 

Mr. Winn. What was the percentage increase in the number of 
married women working in April 1952 as compared to March 1940? 

Mr. Baty. That was an increase of 105.4 percent. 

Mr. Winn. What was the percentage increase in the number of 
widowed and divorced women working from March 1940, to April 
1952? 

Mr. Batu. That was an increase of 40.2 percent. 

Mr. Winn. Do you think that the data in exhibit 112, considered 
in conjunction with the data in exhibit 111, indicates that the increase 
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in the number of women working is primarily due to more older 
women and to more married women culina’ : 

Mr. Winn. Let us consider the hypothetical history of Mary 
Jones, a stenographer, who has been in covered employment from the 
time she was 18 until she married at the age of 28. She has 40 quar- 
ters of covered employment and is, therefore, fully insured. Assume 
that she earned an average monthly wage of $150 in covered employ- 
ment from January 1, 1943 to January 1, 1953. What would be her 
average monthly primary benefit when she is 65 in January 1990? 

Mr. Batu. Under those conditions her benefit would be $32.70. 

Mr. Winn. How much would she have paid in the form of FICA 
taxes ¢ 

Mr. Batu. $207, 

Mr. Winn. Assume that her husband is also over 65 and is drawing 
a primary benefit amount of $60. To what amount is Mary Jones 
entitled ? 

Mr. Batu. She is entitled to nothing as a wife since her own old- 
age insurance benefit of $32.70 is larger than the $30 that would have 
been payable to her as a wife alone. 

Mr. Winn. If Mary Jones had never worked in covered employ- 
ment, what amount would she have been eligible for upon reaching 
the age of 65, assuming that her husband is over 65 and drawing a pri- 
mary insurance benefit of $60? 

Mr. Batu. $30. 

Mr. Winn. Is $30 per month as high a monthly benefit as an aged 
wife who has never worked in covered employment might be eligible 
for? 

Mr. Batu. I assume you mean wives in general. 

Mr. Winn. Yes. 

Mr. Bari. No. The maximum amount that a wife could receive 
would be $42.50 based upon the primary insurance amount of $85. 

Mr. Winn. What would be the amount of benefit for which Mary 
Jones would be eligible if her husband had died fully insured when 
Mary Jones was 65 years of age or over? 

Mr. Batu. $45. 

Mr. Winn. Would this amount be less than that which some other 
aged widows receiving a benefit based upon their husbands’ wage 
record received ¢ 

Mr. Batu. Yes. Again, based on the maximum primary insurance 
amount of $85, the maximum widows’ benefit would be $63.80, which 
some people would be entitled to. 

Mr. Wrnn. Is it true that Mary Jones may not under any cir- 
cumstances draw the amount of her primary benefit in addition to 
the amount of her secondary benefit ? 

Mr. Bau. Yes; that is correct, in amount, Mr. Winn. I think it 
might be worth just spending a minute to make clear what actually 
happens in these situations. 

Chairman Curtis. Do so, please. 

Mr. Batu. The entitlement to the primary insurance benefit, that 
is the benefit she earns in her own right, always remains. That is 
what she gets. The secondary benefit is offset by that amount, and 
she will not receive that unless the secondary benefit is higher than 
the primary insurance amount, when she may get a ceumleaeulaey 
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benefit in addition. That is important for these reasons: It is 
an advantage to the woman to have the primary insurance amount 
in certain situations rather than to receive a wife’s or widow’s. For 
example, if her husband goes to work, then if she were receiving the 
wife’s benefit her benefit would stop, but if she is receiving her 
own primary benefit based on her contribution, and her husband 
worked, she would continue to get her own benefit. Also, a wife’s 
benefit and widow’s require certain other eligibility conditions such 
as living with the individual at the time of application or at the time 
of death, in the case of a widow where the primary insurance amount 
does not carry that requirement. Moreover, a divorce would cut off 
the wife’s benefit right, whereas one on which she has paid her own 
contribution, of course, continues regardless of the divorce. Then, 
of course, the survivor rights in respect of the woman’s own record 
are also of value over the right as a wife or widow. 

I give those as illustrations of the fact that the way the act is 
written to always make the entitlement to the primary insurance 
amount, the one that remains is of some importance. 

Chairman Curtts. In that connection, suppose the wife’s benefit 
amounted to $35, for a wife in a hypothetical case. 

Mr. Wrxn. As a wife, or primary benefit ? 

Chairman Curtis. As a wife. Suppose that same wife is entitled 
to a primary benefit of only $30. Will she get 2 checks totaling $35 
or one check ? 

Mr. Bartretrr. We send her 2 checks now, Mr. Chairman; she gets 
1 for $30 and 1 for $5 

Chairman Curtis. On your records and as a matter of law she gets 
her primary benefit? 

Mr. Bartvietr. Of $30 in that instance; yes. 

Chairman Curtis. Then she gets a second check, which represents 
the amount that her wife’s benefit as a secondary beneficiary is greater 
than her own primary benefit ? 

Mr. Bartterr. That is right. 

Chairman Curtis. That is true from the standpoint of your ac- 
counting and the law. From the standpoint of the people back home 
she, in dollars, gets the number of dollars that represents the greater 
of the two computations; is that not correct ¢ 

Mr. Batu. That is correct, Mr. Chairman, in amount. As I indi- 
cated earlier, there are certain advantages in having 

Chairman Curtis. Yes; there are family situations that could arise 
and certain factors put into play where it is important that the legal 
distinction be made that she is getting her primary benefit. 

Mr. Batu. Yes, sir. 

Chairman Curtis. And not forced to elect between one computation 
or the other. 

Mr. Batu. Yes, Mr. Chairman. 

Mr. Winyw. Mr. Ball, can you tell us why a wife under those cir- 
cumstances is not permitted to add her primary and her secondary 
benefits, at least up to the maximum amount which is permitted under 
the statute ? 

Mr. Bary. I would like, if you will permit me, to reply to that 
question by quoting from the House W ays and Means Committee 
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report of 1939, which put this provision into effect. The quotation 


is Report No. 725, 76th Congress, Ist session, June 2, 1939, page LL: 


The supplementary benefit payable an aged wife is one-half of the primary 
insurance benefit of the annuitant. (The same amount is payable for each 
dependent child.) Because most wives, in the long run, will build up wage 
credits on their own account, as a result of their own employment, these sup- 
plementary allowances will add but little to the ultimate cost of the system. 
They will, on the other hand, greatly increase the adequacy and equity of the 


system by recognizing that the probable need of a married couple is greater than 
that of a single individual. 


These changes in the benefit pattern are primarily designed to increase the 
adequacy of the system during the early years without altering the long-run cost 
proportions of the existing plan. 


And, of course, that was the 1935 plan. 


They are not temporary improvements, however, but represent constructive 
changes, which will increase the adequacy of the Federal old-age-insurance 
system. 

Identical language, Mr. Chairman, appeared in the Senate Finance 
Committee Report, Report No. 734, 76th Congress, Ist session, July 
7, 1939, page ii, 

I think that it is clear from that quotation that one of the ane 
factors influencing the Congress at that time was the question of cost, 
and the committee may be interested in the fact that we would esti- 
mate on a level-premium basis that to pay both benefits in all of these 
situations would increase the long-run cost of the system about nine- 
tenths of 1 percent of payroll. In addition to that, I think, from a 
theoretical standpoint, I might just add this, that the payment of all 
supplemental and survivors benefits are based on a presumption of 
dependency on the wage earner. However, this presumption is in 
effect limited under the terms of the law by the extent to which a 
secondary beneficiary is entitled to benefits on the basis of his or her 
own right as a worker. 

Thus, if a wife or widow is entitled to a primary insurance amount 
equal to or larger than the wife’s or widow’s benefit, the law, in effect, 
does not consider her dependent for the purpose of qualifying for 
a wife’s or widow’s benefit. If her own benefit is smaller, the law, 
in effect, considers her to be partially dependent, that is, she is econ- 
sidered dependent to the extent of the difference between the two 
benefits. 

Mr. Winy. As to this nine-tenths of 1 percent of payroll which 
you referred to a moment ago, did that cost computation take into 
account the present maximums, or was it the cost involved from 
adding benefits which were dual without regard for present 
maximums ? 

Mr. Baty. It took into account present maximums. 

Mr. Winn. As to this assumption of presumptive need, that is a 
true presumption in that it cannot be refuted, I gather. In other 
words, a woman who has had 10 years of covered employment before 
marriage and then who ceases to be employed during marriage and 
who is actually completely dependent on her husband, and her husband 
dies at the time she reaches 65, her primary benefit is more than two- 
thirds of her husband’s primary benefit, or if her husband possibly 
does not die and she is 65 and he is 65, her primary benefit is more 
than half of her husband’s primary benefit; then you apply the pre- 

88458—54—pt. 5——12 
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sumption of no need even though it is perfectly obvious that she has 
Leen dependent on her husband “for the last 25 or 30 years / 

Mr. Bau. Yes. The term “presumption” is my own. The act does 
not use that. The act defines the conditions. I was, to some extent, 
speculating about the philosophy of it. 

Mr. Wrxw. In your speculation you are assuming that it is the 
application of the presumptive need doctrine which limits her so far 
as the number of benefits she may receive ¢ 

Mr. Batt. Yes. Perhaps presumptive dependency might be even 

closer to what I have in mind than presumptive need. 

Mr. Wryn. Presumptive dependency assumes presumptive need, 
don’t you think? 

Mr. Baut. I think there isa difference. I think that a person might 
be presumptively dependent on her husband and yet after his death 
not actually be in need. There might be other sources of income. 

Chairman Curtis. Such as the case of an individual who carried 
great amounts of insurance? 

Mr. Baux. Yes. I had that sort of situation in mind. 

Chairman Curtis. It would be her property, which neither one of 
them really had before, you might say. 

Mr. Batu. Yes. 

Mr. Winn. Mr. Chairman, I ask at this time that there be made 
a part of the record and marked “Exhibit No. 113” a table entitled, 
“Number of Individuals in Current Payment Status, December 1952, 
Who Qualify for More Than 1 Type of Benefit.” I am going to have 
to qualify that word “qualify.” What we mean is “would qualify but 
for the provisions of the act, which prohibit in some circumstances 
receipt of more than one type of benefit.” This table was prepared 
by the staff. The column entitled “Total” and, as a matter of fact, 
all three titles, “Total,” “Male,” and “Female,” were estimated by 
the staff on the basis of assumptions and data which are given in 
footnote 1. Certain other figures were also estimated by the staff 
on the basis of other assumptions and data, which are referred to in 
footnote 2. The figures which were not estimated were supplied by 
the Bureau of Old-Age and Survivors Insurance. 

Chairman Curtis. And footnotes 1 and 2 explain the origin of the 
original figures and the assumptions you have been making? 

Mr. Winn. Yes, Mr. Chairman. 

Chairman Curtis. Without objection, it will be received and marked 
“Exhibit No. 113.” 

(The table referred to, marked “Exhibit 113,” follows :) 
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ExnHIBIT 113 


TABLE 64.—Number of individuals in current-payment status, December 1952, who 
qualify for more than one type of benefit 


Types of benefits for which individuals are simultaneously 





qualified . Total Male Female 
Old-age primary and husband’s or wife’s . 1 58, 000 11,000 1 57,000 
Old-age primary and husband’s or wife’s where the old-age 
primary is smaller than the secondary benefit 14, 389 258 14, 131 
Old-age primary and widower’s or widow’s 2 41, 866 2 166 241, 700 
Old-age primary and widower’s or widow’s where the 
old-age primary is smaller than the secondary benefit 20, 933 83 20, 850 
Old-age primary and parent's (3) (3) (3) 
Old-age primary and parent’s where the old-age primary | | 
is smaller than the secondary benefit 810 389 421 
Total of approximate numbers entitled to an old-age | | 
primary benefit and 1 of the secondary benefits listed 100, 700 | 1, 600 99, 100 


1 Estimated by staff. Four times the numbers who were qualified for both a primary and a secondary 
(husband’s or wife’s) benefit and their primary benefit is smaller than their secondary benefit. Ratio of 
4to 1 is the same as that used in the Department of Health, Education, and Welfare, Division of the Actuary. 
Long-Range Cost Estimates for Old-Age and Survivors Insurance, 1953, Actuarial Study No. 36, p. 35 
under High-employment, low-cost assumptions for 1960. 

? Estimated by staff. Twice the numbers who were qualified for both a primary and a secondary (wid- 
ower’s or widow’s) benefit and their primary benefit is smaller than their secondary benefit. Ratio of 2 to 1 
is the same as that used in the Department of Health, Education, and Welfare, Division of the Actuary. 
Long-Range Cost Estimates for Old-Age and Survivors Insurance, 1953, Actuarial Study No. 36, p.35, under 
High-Empioyment, Low-Cost Assumptions for 1960. 

§ Not available. 


’ 


Source: For data other than those estimated, see appendix I, tables 19 on p. 1082; 22 
on p. 1033 ; and 29 on p. 1036, 


Mr. Winn. I believe you have exhibit 113 in front of you, Mr. Ball. 

Mr. Batt. Yes, I do, Mr. Winn. 

Mr. Winn. The Social Security Act, as this table illustrates, does 
not treat specifically women as a group unequally, under section 202 
(k) (2) (B) and section 202 (k) (8), which state in cases of eligibility 
for simultaneous benefits, other than a primary benefit, that an indi- 
vidual may receive only the larger of the two benefit amounts to which 
he is entitled and that where a primary benefit is involved, any other 
monthly benefit shall be reduced by the primary benefit amount. Be- 
cause, however, the typical pattern of women’s lives in respect to work 
and dependency are different than men’s, women are, in effect, far more 
likely to be in a position of entitlement to two benefits than are men. 
Approximately how many men and women in December 1952 were 
qualified under the provisions of the statute for both an old age 
primary and a secondary benefit, the latter being either a wife’s or 
husband’ s benefit, or a widow’s or widower’s benefit, or a dependent 
parent’s benefit ¢ 

Mr. Bauu. That figure is 100,700. 

Mr. WINN. Approximately how many of the 100,700 individuals 
were men ¢ 

Mr. Baxx. 1,600. 

Mr. Winn. And how many of the 100,700 individuals were women ? 

Mr. Bax. 99,100. 

Mr. Winn. Still referring to exhibit 113, how many women in 
December 1952 qualified for both an old age primary benefit and a 
wife’s benefit where their old age primary “benefit was smaller than 
their secondary benefit ? 

Mr. Bau. 14,131 cases, 

Mr. Winn. How many women in December 1952 qualified for an 
old age primary and a widow’s benefit where their old age primary 
was smaller than their s secondary benefit ? 
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I think I would like the record to show that in this series of 
questions [ will use the word “qualify” on numerous occasions where 
the word “qualify” is not the proper word unless we include this other 
definition of “qualified”, but for the provisions of the statute. 

I think that is probably the better way to handle it in the record. 

Mr. Batu. The answer to that question is 20,850. 

Mr. Winn. Do you know what was the average benefit which was 
actually paid to women in December 1952 who qualified for both a 
primary benefit and a wife’s benefit, and the latter benefit was the 
larger - the two? 

Mr. Bax. Yes. The average amount actually paid was $33.27. 

Mr. Wiyy. Do you know approximately what was the average 
amount of the benefit which was actually paid to women who qual- 
ified for both a primary benefit and a widow’s benefit in December 
1952 and where the widow’s benefit was the larger of the two? 

Mr. Batt. Yes. The amount actually paid was $43.77 on the aver- 
age. 

Mr. Wryyn. Mr. Chairman, at this time I would like to offer for in- 
clusion in the record, with the request that it be marked “Exhibit 
114,” a table entitled “Number of Individuals in Current-Payment 
Status at End of 1952, Who Qualify for Both a Primary and a Wife’s 
or Husband’s Benefit Where the Amount of Their Primary Benefit 
is Less Than the Secondary Benefit.” The data which are contained 
in this table were based on information supplied to the staff by the 
Bureau of Old-Age and Survivors Insurance. 

Chairman Curtis. Without objection, it will be received and 
marked “Exhibit No. 114.” 

(The table referred to, marked “Exhibit 114,” follows :) 


ExnHIBit 114 


TABLE 65.—Number of individuals in current-payment status at end of 1952 who 
qualify for both a primary and a wife’s or husband's benefit where the amount 
of their primary bene ” is less than their secondary benefit 





Number of wives or husbands receiving the following total 


‘ s Ss nefits 
Old age monthly benefit amount for which amounts of OASI benefit: 
individual is qualified on own wage record —_———, —;—— 

i | 
$35-$39.90 | $40-$42.50 


Total | $25.10-$29.90 | $30-$34.90 | 


| 
| 1, 242 


Total 14, 389 3, 149 7, 044 2, 954 
$25 even 11, 395 2, 816 5, 638 2, 096 | 845 
$25.10 to $29.90 1, 861 333 997 394 | 137 
$30 to $34.90 870 . 409 352 109 
$35 to $39.90 225 { 112 113 
$40 to $42.40 => . 38 ” ‘ 38 





Source : For data, see appendix I, table 19, p. 1032 


Mr. Winn. Do you have exhibit 114 before you, Mr. Ball? 

Mr. Batu. Yes, I do. 

Mr. Winn. Mr. Chairman, at this time I would like to introduce the 
table with the request that it be marked “Exhibit 115.” This table is 
entitled “Number of Wives and Husbands in Current-Payment Status 
at End of 1952, who qualify for both a primary and secondary bene- 
fit where the amount of the primary is the smaller. This information 
was obtained from the United States Department of Health, Educa- 
tion, and Welfare, Bureau of Old Age and Survivors Insurance. 
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Chairman Curtis. Without objection, it is so received and marked 
“Exhibit 115.” 
(The table referred to, marked “Exhibit 115,” follows :) 


ExuHyrsir 115 


TABLE 66.—Number of wives and husbands in current-payment status at end of 
1952 who qualify for both a primary and secondary benefit where the amount of 
the primary is the smaller 


i Number of benefits 
Old age monthly primary benefit amount that 
wife or husband was receiving 


Total Wife’s | Husband’s 
Total 14, 131 | 258 
$25.00 even » 11, 180 215 
$25.10 to $29.90 1, 833 | 23 
$30.00 to $34.90 857 | 13 
$35.00 to $39.90 223 2 
$40.00 to $42.40 38 0 





Source: For data, see appendix I, table 19, p. 10382. 


Mr. Winn. Instead of exhibit 114, Mr. Ball, refer to exhibit 115. 
How many of the individuals entitled to both a primary benefit and 
a secondary benefit, and wherein the secondary benefit was the larger, 
were men ¢ 

Mr. Baw. 258. 

Mr. Winn. How many were women? 

Mr. Batu. 14,131. 

Mr. Winn. Referring back to exhibit 114 for a moment, if you will, 
how many of the dually qualified individuals in exhibit 114 received 
the maximum amount of a wife’s or husband’s benefit of $40 to $42.50 
per month ? 

Mr. Batt. Mr. Winn, I believe this table (exhibit 114) now uses 
“qualified” in the sense of actual entitlement rather than the way you 
were using it previously, and, if I am correct on that, perhaps the rec- 
ord ought to show that we are moving on the other basis. 

Mr. Winn. You are correct on that, and this is a qualification in 
the light of the statute rather than despite the statute. 

Mr. Batu. Technically the term would be “entitled.” The answer is 
1,242, Mr. Winn. 

Mr. Winn. How many received the minimum of $25.10 to $29.90 
per month? 

Mr. Bai, 3,149. 

Mr. Winn. Mr. Chairman, at this time I ask that there be made 
a part of the record, and marked “Exhibit 116,” a table entitled “Num- 
ber of Individuals in Current-Payment Status at End of 1952, Who 
Qualify for Both a Primary and a Widow’s or Widower’s Benefit 
Where the Amount of the Primary Benefit Is Less Than the Sec- 
ondary Benefit.” The data which are in this table are based upon 
a table supplied by the Bureau of Old-Age and Survivors Insurance, 
at the request of the staff. 

Chairman Curtis. Without objection, it will be received and marked 
“Exhibit 116.” 

(The table referred to, marked “Exhibit 116,” follows :) 
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ExHIBIT 116 


TABLE 67.—Number of individuals in current-payment status at end of 1952 who 
qualify for both a primary and a widow's or widower’s benefit where the 
amount of the primary benefit is less than the secondary benefit 


Number of widows or widowers receiving the following total amounts of 
Old-age monthly benefit old-age and survivors insurance benefits 
amount for which indi- 
vidual is qualified on 
own ware recor 


$25.10- | $30.00- | $35.00- | $40.00- | $45.00- | $50.00 | $55.00- $60.00- 


Total $29.90 | $34.90 | $39.90 | $44.90 | $49.90 | $54.90 | $59.90 | $63.80 

Total... asment Soe 936 2, 398 3, 381 4, 384 4, 975 3,209 | 1, 541 108 

$25.00 even 12. 218 864 1, 765 2, 288 2 488 | 2.572 1, 581 614 46 
$25.10-$29.90 > 315 72 414 439 5Ol 486 263 | 131 9 
$30.00-$34.90 1, 970 219 407 506 | 451 | 257 122 8 
$35.00- $39.90 1, 883 247 626 | 55S 306 133 13 
$40.00- $44.90 1,312 Se 263 | 586 309 142 | 12 
$45.00-$49.90 918 eee 7 | 393] 384 202 | 9 
$50.00-$54.90 2R7 . 7 c eee | 109 171 | 7 
$55.00-$59.90 2R i st a are a Ee Mee 26 | 3 
$60.00-$63.70 9 a 2 


Source: For data, see appendix I, table 23, p. 1033. 


Mr. Winn. Mr. Ball, with relation to exhibit 116, how many of the 
individuals in exhibit 116 were receiving the maximum amount of the 
widow’s or widower’s benefit of $60 to $63.80 per month? 

Mr. Bax. 108. 

Mr. Winn. And how many were receiving $55 to $59.90 per month? 

Mr. Bau. 1,541. 

Mr. Wriyn. And how many were receiving $25.10 to $29.90 per 
month ? 

Mr. Batu. 936. 

Mr. Winn. How many were receiving $30 to $34.90 per month ? 

Mr. Batu. 2,398. 

Mr. Winn. Mr. Chairman, at this time I ask that there be made a 
part of the record and marked “Exhibit 117” a table entitled “Esti- 
mated Amount of FICA Taxes Paid by Women in Current Pay- 
ment Status, December 31, 1952, Who Qualified for Both a Primary 
and a Secondary Benefit, Wherein the Latter was the Larger.” This 
table is based on a table which was supplied by the Bureau of Old- 
Age and Survivors Insurance at the request of the staff. 

Chairman Curtis. Without objection, it will be marked “Exhibit 
117,” and be so received. 

(The table referred to, marked “Exhibit 117,” follows :) 

ExuIsit 117 
Tar_e 68.—Estimated amount of FICA taxes paid by women in current-payment 


status, Dec. 31, 1952, who qualified for both a primary and a secondary benefit, 
wherein the latter was the larger 








I 1 mill 
a. Employer Employee Self-em- 
7 taxes taxes ployed taxes 
sioaiees epee sen “ay | a se 
ital $1. 24 $1. 24 $. 02 
Wife's 38 38 (?) 
Widow's . . 84 . 84 - 02 
Parent’ . 02 . 02 () 


1 Based on I-percent sample; therefore, data are subject to sampling error which may be large where figures 
are small. Data are adjusted to include estimated number of returns received after tabulation cut-off date. 
Taxes are estimated on basis of earnings credits 
2 Less than $5,000. 


Source : For data, see appendix I, table 58, p. 1076. 
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Mr. Winn. How many dollars are shown on exhibit 117 had these 
women paid as employees in the form of FICA taxes, Mr. Ball? 

Mr. Bau. $1,240,000. 

Mr. Winn. And how many dollars had the employers of such 
women paid on their behalf in the form of FICA taxes? 

Mr. Bauw. The same, $1,240,000. 

Mr. Winn. And how many dollars had such women who had been 
self-employed paid as FICA taxes ? 

Mr. Bau. $20,000. 

Mr. Winn. The total FICA taxes paid by and on behalf of women 
who were known to be qualified for two benefits in December 1952 and 
whose secondary benefit was larger than their primary benefit, was 
$2.5 million; is that correct ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. WINN. Does the $2.5 million include the FICA taxes paid by 
and on behalf of the women who in December 1952 were receiving only 
the amount of their primary benefit even though they also qualified for 
a secondary benefit and whose secondary benefit was the smaller of the 
two benefits ? 

Mr. Batu. No, it does not, Mr. Winn. 

Mr. Winn. At this time I ask that there be made a part of the 
record, and marked “Exhibit 118,” a table entitled “Estimated Num- 
ber of Women Qualified for Both Old-Age Benefits and Wife’s or 
Widow’s Benefits in Current Payment Status.” The data which are 
on this table were obtained by the staff from the Department of 
Health, Education, and Welfare’s publication entitled “Long-Range 
Cost Estimates for Old-Age and Survivors Insurance, 1953,” Actuarial 
Study No. 36, table 11, page 35. The table was prepared by the staff. 

Chairman Curtis. Without objection, it will be marked “Exhibit 
118” and received in the record. 

(The table referred to, marked “Exhibit 118,” follows :) 


ExHisiT 118 


Tas_E 69.—LEstimated number of women qualified for both old-age benefits and 
wife’s or widow's benefits in current payment status 


LOW-EMPLOYMENT, LOW-COST ASSUMPTIONS! 





Qualified for old age and Qualified for old age | Qualified for old age 
wife’s or widow’s 2 and wife’s and widow’s 

Calendar year ee oa A ee - cg ene ; were . : 
Total |W oe Total | W pig Total W - — 

eligible benefit eligible |  jenefit eligible benefit 
1960___. 411, 000 173, 000 129, 000 32, 000 | 282, 000 | 141, 000 
1980... . 1, 807, 000 779, 000 499, 000 125, 000 1, 308, 000 654, 000 
2000__- 3, 000, 000 1, 283, 000 868, 000 217, 000 2, 132, 000 | 1, 066, 000 
2050 4, 774, 000 2, 032, 000 1, 420, 000 355, 000 | 3, 354, 000 | 1, 677, 000 


HIGH-EMPLOYMENT, HIGH-COST ASSUMPTIONS! 


1960__.._. 565, 000 | 263, 000 193, 000 | 58, 000 | 372, 000 


205, 000 
Week bk | 2, 802, 000 1, 326, 000 862, 000 259, 000 | 1, 940, 000 | 1, 067, 000 
. 6, 163, 000 2, 872, 000 2, 073, 000 622, 000 | 4, 090, 000 | 2, 250, 000 
Be Achecnunok 9, 251, 000 | 4, 360, 000 2, 913, 000 | 874, 000 6, 338, 000 | 3, 486, 000 


| ' 5 ' 


1 See Department of Health, Education, and Welfare, Actuarial Study No. 36, pp. 3-11. 
2 Excludes numbers eligible for both old-age and parent’s benefits as relatively negligible. See table 


Source: Department of Health, Education, and Welfare, Long-Range Cost Estimates for Old-Age and 
Survivors Insurance, 1953, Actuarial Study No. 36, p. 35. Based on table 11. 
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Mr. Wiyy. In this actuarial study No. 36, table 11, page 35, esti- 
mates are given for the number of women who will qualify for both a 
primary and old: age benefit and a wife’s benefit in 1960, 1980, 2000, and 
2050. Four sets of estimates are given based on different employment 
and cost assumptions. The exhibit 118, presents the range of these 
estimates. What is the lowest and highest number of women expected 
to be eligible for both an old age primary and a wife’s benefit in 1960? 

Mr. Bau. 129,000 under the low-employment low-cost assumption, 
and 193,000 under the high-employment high-cost assumptions. 

Mr. Wrny. In the year 2000? 

Mr. Bari. Comparable figures are 868,000 and 2,073,000. 

Mr. Wrinyn. And in 2050? 

Mr. Batxi. Comparable figures are 1,420,000 and 2,913,000. 

Mr. Winn. Are these estimates at least partially based on the recent 
large increase from 1940 through 1952 in the number of older women 
and of married women working? 

Mr. Baru. Yes, Mr. Winn. 

Mr. Winn. What does exhibit 118 show concerning the expected 
number of women eligible for both a primary old age and widow’s 
benefit in 1960 ? 

Mr. Batu. In 1960 the range is 282,000 to 372,000. 

Mr. Winn. And in 2000? 

Mr. Bau. 2,132,000 to 4,090,000. 

Mr. Winn. And 2050? 

Mr. Bau. 3,354,000 to 6,338,000. 

Mr. Winn. Adding together the numbers of women expected to be 
eligible for an old age primary benefit and either a wife’s or widow’s 
benefit, one gets the following estimates: For 1960, 411,000 to 565,000 ; 
by 9000. 3.000.000 to 6.200.000 = and by 2050, 4,800,000 to 9,300,000. 
Would you say in light of these figures that, merely considering just 
the numbers of women who were dually qualified in December 1952 
and who were receiving, in effect, only the amount of their wife’s or 
widow’s benefit, clear ly underst: ates the number of women who today 
are paying a 114, and, shortly, 2, percent tax on their total wages and 
who will later collect no more than if they never had paid this tax? 

Mr. Bax. If I understand that correctly, Mr. Winn, I would say 
no, that all of the individuals who are not included in this group, 
(the group being those who are receiving only, in effect, the amount of 
their wife’s or widow’s benefit), that the rest of them would get some- 
thing out of their contribution because they would be receiving, in 
effect, an additional amount from the primary insurance amount. 

Mr. Winn. It is true, is it not, that the numbers qualified as of 
December 31, 1952, were based on a much smaller number of people 
working or women working than are working today and that will be 
working in the future ? 

Mr. Batu. Yes, indeed. 

Mr. Winn. Mr. Ball, assuming that their wife’s benefit or their 
widow’s benefit is larger than the primary benefit, how is it that they 
would get more money out of the OASI system than they would get 
if they had never paid an FICA tax? 

Mr. Baxi. They would not under those conditions. As I understood 
your earlier question, it was just the opposite, and that is the group 
who were getting, in effect, the amount of the wife’s or widow’s only. 
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Mr. Winn. If they were getting, in effect, only the primary benefit, 
then they would receive no money on account of the taxes they paid 

Mr. Bat. I would say that was not so, that if they were receiving, 
in effect, only the amount of the primary insurance benefit, they were 
necessarily getting more than if they were getting just the wife’s or 
widow’s on the basis of the entit!ement of their husband. 

Mr. Winn. Under those circumstances they would get a benefit 
after having paid FICA taxes which amounted to the difference 
between their widow’s or wife’s benefit and the primary benefit, and 
that would be variable, depending upon the size of the two benefits? 

Mr. Batu. In effect and limited to the question of amount, you have 
stated it correctly. 

Mr. Winn. And, on the other hand, if the wife’s benefit or widow’s 
benefit turned out to be larger than the primary benefit, then she would 
be getting nothing as a result of the FICA taxes that were paid? 

Mr. Batu. The way you have phrased that, Mr. Counsel, I think 
I would have to put in the limitations that I suggested earlier. 

Chairman Curtis. You state it the way you want. 

Mr. Bau. That the primary insurance amount in itself does have 
the advantages over receiving the benefits as a wife or widow which 
were enumerated earlier in the testimony. 

Mr. Winn. If women who were qualified for two benefits were per- 
mitted to draw the amount of both benefits, would this result in 
discrimination against men since the latter are rarely simultaneously 
entitled to both a primary and a secondary benefit ? 

Mr. Batt. I am not sure that men would have too much reason to 
complain in those circumstances. However, the result would seem 
to be that married women, under the circumstances that you give, 
would be quite liberally treated, that is, they would be permitted to 
draw benefits both as a dependent and as a worker, and I think per- 
haps the real question there is the one I indicated earlier of whether 
you want to presume dependency or complete dependency in those 
cases where they have earned benefits in their own right. Most of all, 
perhaps, we ought to make sure that the record includes the fact that 
the married man pays no more for the extra protection for his depend- 
ents than does a single man or a single working woman, and thus, I 
think if women were eligible for two types of benefits and were 
allowed to draw the full amount of both, you might say they would 
be given preferential treatment to some extent as against men, but 
also as against unmarried women workers who could be come entitled 
to only one type of benefit. 

Mr. Wiyy. In other words, assuming that this situation as it now 
exists creates an inequity against the married woman who has worked, 
an attempt to correct it might well create another inequity. That is 
what you are saying, is it not? 

Mr. Batu. Mr. Winn, I am not sure that I would consider the 
present situation an inequity. 

Mr. Wryn. On the assumption that this is an inequity, the attempt 
to correct it would create another inequity ? 

Mr. Baz. All right. 

Chairman Curtis. It might be stated this way: If those in charge 
of policymaking—and I refer to the Congress—viewed this problem 
as an inequity at the present time and took action to make them 
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entitled to both, it might be another problem arising that in the minds 
of some this would be just shifting the inequity ? 

Mr. Baux. Yes, Mr. Chairman. I think you might hear next from 
the single women workers. 

Mr. Wrxwn. Mr. Ball, can you give us the reasoning which set the 
aged widow’s benefit at three-fourths of the primary benefit upon 
which it depends, and the aged wife’s benefit at one-half of the primary 
benefit upon which it depends? 

Mr. Baru. In the case of the wife’s benefit, which was set, as you 
say, at one-half the husband’s amount, it seems likely that the Con- 
gress had in mind that two people living in the same household do 
not need exactly twice the amount that a single person needs living 
alone, though I would not want to undert: ike a defense of the exact 
ratio of 11/ ; as against 134, or some other figure. Perhaps more basic 
than that is that all of the supplementary and dependents’ benefits 
have been set at the amounts below the primary insurance amount and 
that it may be that the consideration there was a general policy - 
making the benefit to the worker who had contributed himself alwa 
higher than anyone else’s. 

Mr. Winn. Turning now to the field of survivor benefits, Mr. Ball, 
may the uninsured husband 65 years old who has a wife drawing an 
old-age primary benefit draw one-half of his wife’s primary benefit ? 

Mr. Bax. He may, yes, provided, of course, that the conditions of 
eligibility are met, such as that the wife fully and currently insured 
at the time of her entitlement to benefits, that the husband was receiv- 
ing at least one-half of his support from her at such time and filed 
the necessary proof of dependency within 2 years, and fulfilled other 
relatively minor conditions. 

Mr. Wryn. If this same Mary Jones that we talked about a while 
ago had a child at the age of 35 and, unfortunately, died a few years 
later, could her surviving child draw a secondary benefit based upon 
his mother’s wage record? And we note that Mary Jones was fully 
insured ; that is, that she had 40 quarters of coverage at the time of her 
death. 

Mr. Bar. Yes, that is possible. However, the child would, of 
course, have to meet the dependency test that would be applicable in 
the particular case. In the example that you give, Mary Jones was 
not currently insured and the presumption of dependency of a child 
on his mother flowing from currently insured status therefore does 
not apply, so it is not an automatic situation. You have to go to the 
other part of the test of dependency, and the child would be dependent 
on his mother if receiving at least one-half his support from her and 
also was living with the “mother, providing the child was not living 
with the father and not receiving any contributions from the father. 

Mr. Winn. If Mary Jones hi ad been working up to a few months 
prior to her death would that have created a presumption of depend- 
ency so far as the child was concerned ? 

Mr. Bart. Yes, Mr. Winn. Then she would have been currently 
insured and the child would have been entitled on her wage record. 

Mr. Winn. So the payment to the child would be automatic in the 
case of a currently insured person, whereas dependency would have 
to be established in the case of a fully insured but not currently insured 
mother ¢ 
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Mr. Bau. That is correct, Mr. Winn. The currently insured test 
is designed, as I understand it, to show that there was a loss of income 
and support to that family by the mother’s death and that if you 
are working recently that presumption can be made. 

Mr. Winn. Would M: ary Jones’ surviving husband, acting as care- 

taker =. the child, be entitled to an amount equivalent to a “mother’s 
benefit” 

Mr. oe No. 

Mr. Winn. If Mary Jones’ husband had died fully insured when 
Mary Jones was 36 years old and the child was 1 year old, what amount 
would Mary Jones and her child be entitled to if her husband’s s primary 
insurance amount at death was $60? 

Mr. Barz. Each would be entitled to $45, a combined amount of $90. 

Mr. Winn. If Mary Jones then also died fully insured what 
monthly amount would the surviving child be entitled to? 

Mr. Batt. The surviv ing child still would be entitled to $45, based 
on the larger of the two primary insurance amounts. Assuming that 
Mary died at age 37, her primary insurance amount would be $52.20, 
which would give the child a benefit of only $39.20, so the $45 benefit 
would be the larger. 

Mr. Wryy. In other words, the child would get the larger under 
those circumstances ? 

Mr. Batu. Yes, sir. 

Mr. Winn. If Mary Jones had not been fully insured at death, but 
her husband had been at his death, what monthly amount would the 
surviving child be entitled to? 

Mr. Bau. $45. 

Mr. Winn. What is the maximum monthly benefit amount which a 
child survivor may draw under OASI? 

Mr. Batu. $63.80, where there is only one child survivor, and the 
primary insurance amount of the parent was the maximum of $85. 

Mr. Winn. Mr. Ball, I have a copy of a publication entitled, “Pen- 
sions in the United States,” a study prepared for the Joint Committee 
on the Economic Report by the National Planning Association, and 

wrinted by the United States Government Printing Office in 1952. 
ty ould you please tell the subcommittee what your connection was with 
this report / 

Mr. Bau. Yes. I was the staff director. 

Mr. Winn. On page 17 of this report occurs the following sentence: 

The right to retirement benefits under old-age and survivors insurance is 
vested after meeting the minimum service requirements previously described. 

Can you tell us what you meant by the word “vested”? 

Mr. Batu. Yes, Mr. Winn. Under the old-age and survivors in- 
surance program once an individual has met the insured status re- 
quirements for his age > eat ket, and the maximum there, you will re- 
member from earlier testimony, is 40 quarters—that is this 25 million 
people who have worked under the system long enough to be entitled 
to benefits without having to make any further contribution or with- 
out having to perform any more work under the system—they are en- 
titled to those benefits without any additional action on their part, 
which is comparable to the vesting provisions in civil service after 5 
years if the individual does not w ithdraw his money and so on. 

Chairman Curtis. Subject, of course, to change by Congress. 

Mr. Batu. Oh, yes. 
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Chairman Curtis. Change at a later date. 

Mr. Bauu. Yes, sir. I mean Congress can, of course, make changes 
in any of these laws, civil service, or railroad retirement or social se- 
curity, in the future. 

Mr. Winn. The Funk & Wagnalls Unabridged Dictionary defines 
‘vested” 

To confer ownership of, as property, upon a person; invest a person with (the 
full title to property) ; give to a person (an immediate, fixed right of present 
or future enjoyment). 

Do you think the word “vested” is a proper word to apply to some- 
thing which may be taken away either as a result of an act of Con- 
gress or as a result of the marriage of this person ? 

Mr. Batu. It seems to me the term “vested” is proper in this con- 
nection, Mr. Winn, yes. 

Chairman Curtis. Do you have any questions, Mr. Eberharter? 

Mr. Esernarter. Yes. 

Are you an attorney ? 

Mr. Batu. No; I am not. 

Mr. Esernarter. “Vested” is a legal term, I might say. It has a 
legal definition. 

Mr. Batu. Perhaps I should let Mr. Packer answer from a legal 
standpoint. I meant the term as used in “Pensions in the United 
States” to describe generally the situation where, under the law as now 
written, an individual had certain definite rights without further ac- 
tion on his part. 

Chairman Curtis. We go on presumptions sometimes, and I will 
presume that when Thanksgiving Day arrives tomorrow you three 
gentlemen will have reason to be thankful that you have completed 
this testimony. You have been very patient. You have appeared 
here day after day. You have replied to our questions and given us 
the information that we were seeking. 

[ want to make note of your diligence and the long hours and the 
efforts you put in, and your cooperation and the very valuable infor- 
mation that you have given us. 

Mr. Ball, I want to not only thank you, but Mr. Packer and Mr. 
Bartlett as well as the others from the Bureau of Old-Age and Sur- 
vivors Insurance who may have been here at some other time and are 
not present right now. 

In that connection, Mr. Ball, I just want to ask you something for 
the record. You have had an opportunity to examine the questions 
that have been propounded to you in reference to each subject before 
you were called upon to take the stand in regard to that subject; is 
that not true? 

Mr. Bax. Yes, Mr. Curtis; that is, those propounded by Mr. Winn. 

Chairman Curtis. Yes. I mean propounded by the staff. I meant 
so far as the staff preparation was concerned. 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Curtis. Have you been restrained in any way in making 
your replies or in adding sufficient information as you felt you should 
add as we have gone along here ? 

Mr. Batu. No, Mr. Chairman. 

Chairman Curtis. I certainly wanted to correct the situation if 
that was not true, because we do want to give every witness a fair 
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opportunity. I might say that among the other witnesses who have 
appeared here, who have voluntarily appeared and assisted the com- 
mittee, the staff has held sessions with them and discussed problems 
and matters involved in this field, and then, as a result, questions have 
been prepared oftentimes at the specific suggestion of the proposed 
witness to bring out the points that he had in mind. In that way we 
were able to develop questions which would verify the facts. This 
has certain advantages in presenting something for the record. 

Unless you have something further, I again want to thank you gen- 
tlemen for your appearance here. 

Mr. Batu. Mr. Chairman, in reference to that last point that you 
made, the questions in my case have been entirely those of the staff 
and have not been a matter of joint selection and points that we 
thought should be brought out. 

Chairman Curtis. Oh, yes; I am glad you corrected me on that. I 
was referring to these non-Federal-Government witnesses. 

Mr. Batu. I would also like to take this opportunity, if I may, to 
say that we in the Department have been very happy to have been of 
uny help that we could to you and the subcommittee. I want to thank 
you and the other members of the subcommittee on behalf of myself, 
Mr. Packer, and Mr. Bartlett, and the Department for the very 
courteous and considerate treatment that we have had here. 

Chairman Curtis. Thank you. Iam delighted you called my atten- 
tion to my previous statement that did not state exactly the thought I 
had in mind. I was referring to the State directors and other people 
that we have invited here where they had suggested certain things. 

Mr. Exsernarrer. I might say, Mr. Ball, and Mr. Packer, and Mr. 
Bartlett, all of you have acquitted yourself admirably and, certainly, 
IT do not think anybody can place any blame on you for any of the 
testimony that you have given here since it was elicited by questions 
prepared by the staff, and that you are entirely innocent and free and, 
perhaps, if you request later, if you want to make any clarifications 
for the record, that will be submitted to the committee. You have 
acquitted yourselves admirably. 

Mr. Batu. Thank you. 

Chairman Curtis. Earlier in our hearings Mr. Mills requested 
(pp. 74-75) that the Treasury ruling in reference to the tax status 
of pensions paid by the International Typographical Union be incor- 
porated in our record. Without objection, Mr. Mills’ request will be 
complied with in the form of a letter from the Treasury bearing date 
of November 20, 1953, and marked “Exhibit 119,” and received at 
this point. 

(The letter referred to, marked “Exhibit 119,” follows :) 


ExurpiT 119 


UnItep STatTes TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington 25, November 20, 1953. 
Hon. Danrext A. REED, 
House of Representatives, Washington, D. C. 

My Dear Mr. ReEeEp: I am in receipt of your letter of October 13, 1953, concern- 
ing the status for Federal income-tax purposes of pensions paid by the Inter- 
national Typographical Union. 

In previous rulings we have held that assessments paid by the International 
Typographical Union members pursuant to its pension plan were deductible by 
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the members under section 23 (0) of the Internal Revenue Code and that pensions 
received from the International Typographical Union fund by its members were 
not subject to tax. 

The issues were first considered by the Internal Revenue Service in 1923 when 
it was held that assessments for the old-age pension fund of the typographical 
union were deductible as a business expense by members of the union and that 
the so-called old-age pensions received were income subject to tax. It was noted 
that the benefits were paid only to superannuated members who found it impos- 
sible to secure sustaining employment or to totally incapacitated members whose 
application for admission to the Union Printers Home had been rejected. 

The question was again considered in 1935 when the union requested clarifi- 
cation of the deductibility by its members of dues and various assessments paid 
by them. On October 19, 1935, it was held that the assessments for the so-called 
old-age pension fund were deductible by the members as charitable contributions 
under section 23 (o) of the Revenue Act of 1934. This conclusion was based on 
an opinion of the then chief counsel that the purpose for which the fund was 
maintained and administered was exclusively charitable. 

The question then arose as to the taxability of the so-called pensions received 
by the members of the union. On June 25, 1937, the then chief counsel rendered 
an opinion that the benefits paid from the International Typographical Union 
fund to a member meeting the established requirements for participation therein 
were in the nature of gifts or gratuities rather than pensions and, as such, were 
not required to be included in gross income for Federal income-tax purposes. 

The position taken in the above-mentioned rulings has been under reconsidera- 
tion by the Internal Revenue Service for some time. 

As a result of the study, a serious question has been raised as to whether a 
modification should be made of the position of the Service in the treatment of the 
assessments and the pension payments. Before reaching a conclusion, however, 
we have deemed it in the interest of sound tax administration to grant conferences 
to the representatives of the union in order to obtain their views. 

We expect such conferences to be held in the near future and shall be glad to 
advise you of the conclusion reached by the Revenue Service on these matters. 
We expect that our consideration of the issues involved will encompass not only 
the correctness of the position heretofore taken by the Revenue Service but also 
whether any new position which may be developed should be applied prospec- 
tively only under the authority of section 3791 (b) of the Internal Revenue Code. 

Very truly yours, 
T. COLEMAN ANDREWS, Commissioner. 


(After the close of these hearings, a second letter from the Treasury 
was received and has been inserted here as exhibit 120.) 


ExHIBIT 120 


TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington 25, D. C., December 28, 1958. 
Hon. DANTeEL A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHATRMAN: In my letter of November 20, 1958, I stated that I 
would advise you of the conclusions reached by the Internal Revenue Service 
concerning the treatment, for Federal income-tax purposes, to be accorded 
assessments paid by members of the International Typographical Union into 
the union pension fund and the benefits received from the fund. 

A conference, attended by representatives of the union and the Internal 
Revenue Service, was held on December 8, 1953, at which the issues involved 
were carefully considered and discussed. 

The conclusion has been reached that in view of the fact that a member must 
pay the assessment in order to remain in the union and keep a union job and the 
further fact that under the plan a member receives no current protection and 
no vested interest in a pension right the assessments made against the members 
for the pension plan constitute allowable deductions to them as ordinary and 
necessary business expenses under section 23 (a) (1) (A) of the Internal 
Revenue Code, provided they itemize their deductions on page 3 of the return. 

It has been further concluded that the pension payments paid to members 
constitute taxable income to such members, attributable to their employment as 
members of the union and to their payment of the assessments in previous years. 
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To the extent earlier rulings are inconsistent with the position herein set 
forth, they have been revoked. 

Pursuant to authority contained in section 3791 (b) of the code, the position 
herein stated will not be applied with respec: to taxable years beginning prior to 
January 1, 1954. 

Very truly yours, 
T. COLEMAN ANDREWS, Commissioner. 

Chairman Curtis. I also offer for the record, to be marked “Exhibit 
121,” an article that appeared in the Typographical Journal, January 
1953, entitled “United States Treasury Department Rulings.” 

(The article referred to, marked “Exhibit 121,” follows :) 


ExHisir 121 
{From the Typographical Journal, January 1953] 


UnIrep STATES TREASURY DEPARTMENT RULINGS ON How DepucrisLte Portion 
or ITU DUES AND ASSESSMENTS SHOULD BE TAKEN IN COMPUTING 1952 FrepERAL 
INCOME TAXES WHEN STANDARD DEDUCTION IS NOT USED 


Under date of November 5, 1935, and February 18, 1936, the Commissioner of 
Internal Revenue of the United States Treasury Department made specific rul- 
ings on the dues and assessments paid by members of the International Typo- 
graphical Union. Under date of November 6, 1952 (T : R : 11 HBF-3) the Treas- 
ury Department reaffirmed these rulings. They are still effective with respect 
to the taxable year 1952 upon which a final income tax report must be made on or 
before March 15, 1953. The rulings are as follows: 

“DeEAR Str: Further reference is made to your letter of April 11, 1935, and 
prior correspondence, in which you inquire whether dues and assessments paid by 
members of the International Typographical Union are allowable deductions in 
computing net income. 

“In reply, you are advised that there is no provision in the Revenue Act of 1934 
allowing deductions for dues and assessments, as such, Accordingly, such pay- 
ments to qualify as deductions must be either ‘ordinary and necessary expenses 
paid or incurred * * * in carrying on any trade or business’ within the meaning 
and intent of section 23 (a) of the Revenue Act of 1934, or ‘contributions or gifts 
made within the taxable year to or for the use of: * * * a corporation, or trust, 
or community chest, fund, or foundation, organized and operated exclusively for 
religious, charitable, scientific, literary, or educational purposes, no part of the 
net earnings of which inures to the benefit of any private shareholder or indi- 
vidual and no substantial part of the activities of which is carrying on propa- 
ganda, or otherwise attempting to influence legislation within the meaning and 
intent of section 23 (0) (2) of the Revenue Act of 1934. 

“Regular dues are deductible business expenses if such dues are used to meet 
the expenses of strictly labor union activities. Whether or not local and interna- 
tional assessments are deductible depends upon the purpose for which they are 
used. ‘fo the extent that payments exacted from members in order to maintain 
their membership are used to provide funds for the payment of sick, accident, 
and death benefits, they are in the nature of insurance premiums which are non- 
deductible personal expenses under section 24 (a) (1) of the Revenue Act of 
1934. (I. T. 2888, I. R. B. XIV-18, p. 2.) Assessments may be deductible as con- 
tributions or gifts to a charitable fund if the fund is maintained and operated 
exclusively for charitable purposes and it is no objection to the allowance of such 
deduction that some of the contributors to the fund may thereafter receive some 
benefits from the fund. 

“Of the per capita tax of 65 cents paid monthly by each member of the Inter- 
national Typographical Union, 25 cents is paid into the general fund, which is 
used primarily for administration expenses. The 25 cents aforesaid and the 5 
cents paid monthly for subscription to the Journal are deductible in the respective 
members’ Federal income tax returns as business expense. 

“The 40 cents of the per capita tax into the Union Printers Home fund * * * 
is held to be a charitable contribution and an allowable deduction in computing 
the net income of the respective members to the extent and in the manner pro- 
vided by section (2) (0) of the Revenue Act of 1934. 

“The assessments for the mortuary fund do not constitute allowable deductions 
for Federal income tax purposes under either of the provisions of the Revenue 








858 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


Act of 1934 previously quoted. However, the assessments for the so-called old- 

age pension fund (which is really in the nature of an unemployment benefit 

fund), constituting contributions to a fund presently being maintained and ad- 

ministered exclusively for charitable purposes are allowable deductions in com- 

puting the net income of the members who pay such assessment, to the extent 

of the limitations expressed in section 23 of (0) of the Revenue Act of 1934. 
“Respectfully, 


CuHAs H. RUSSELL, 
Deputy Commissioner.” 

Under the above ruling, ITU per capita tax and all assessments, except that 
portion going to the mortuary fund, are deductible. By the same reasoning, all 
local per capita tax and assessments are deductible, except such portions as may 
go to the payment of a local mortuary or sick benefit. 

In computing 1952 Federal income taxes (when standard deduction is not 
used) that portion of the per capita (50 cents) paid into the Union Printers Home 
fund and that portion of the assessment paid into the pension fund are deductible 
as charitable contributions. The total deduction as contributions for charitable 
purposes is limited to 20 percent of the taxpayer’s gross income without benefit 
of the deduction. To determine the amount deductible only as a charitable 
contribution, multiply total annual earnings by .018 and add 50 cents for each 
payment of per capita tax. That portion of the assessment paid into the mortu- 
ary fund is not deductible. To determine the portion of ITU assessments paid 
which is not deductible, multiply total earnings by .002. 


Chairman Curtis. The chairman will also request that, if there is 
no objection, there be incorporated in the record at this point a memo- 
randum prepared by the staff consisting of excerpts from published 
materials and deals with railroad retirement as it affects and fits in 
with social security. This document will not be an exhibit. It will 
be a part of the body of the record appearing at this point. 

(The document referred to follows:) 


RAILROAD RETIREMENT AND ITS INTERRELATION WITH TITLE II OF 
THE SOCIAL SECURITY ACT, AS AMENDED 


(This memorandum consists of excerpts from three published documents. ) 


I. Rar~rRoAp RETIREMENT AcT AMENDMENTS OF 1951: BENEFIT PROVISIONS AND 
LEGISLATIVE HISTORY 


(By Robert J. Myers and Wilbur J. Cohen)* 


The Railroad Retirement Act Amendments of 1951 became Public Law 234 
(82d Cong., 1st sess.) on October 30, 1951. * * * 

The amendments provide the first significant revision of the Railroad Retire- 
ment Act since 1948, when Congress raised the retirement benefits 20 percent to 
allow in part for changes in cost-of-living and wage levels since the period 
before World War II.2. In 1946 there had also been important amendments to 
the railroad retirement system,* the most significant of which was the introduc- 
tion of survivor benefits coordinated to a certain degree with those under old-age 
and survivors insurance. * * * 


NEED FOR LEGISLATION 


The immediate need for the legislation arose because of the general increases 
in the cost of living and in wages that have occurred in the past decade. The 
1948 amendments had provided an increase of 20 percent in the retirement bene- 
fits but made no substantial change in the survivor benefits established in 1946. 

Since retirement benefits are based on railroad service and compensation both 
before and after the inception of the program in 1937, increases in wages in the 
past decade have had little effect on benefits for workers retiring in recent years 


2 Mr. Myers is the chief actuary of the Social Security Administration, and Mr. Cohen 
is technical adviser to the Commissioner for Social Security. 

2 See Wilbur J. Cohen and James L. Calhoon, Social Security Legislation, January—June 
1948: Legislative History and Background, Social Security Bulletin, July 1948, 

® See Jack M. Elkin, The 1946 Amendments to the Railroad Retirement and Railroad 
Unemployment Insurance Acts, Social Security Bulletin, December 1946. 
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and, of course, no effect for those who had retired before 1940. The 20-percent 
increase in 1948 was thus only partial recognition of the economic changes that 
had occurred, and further increases seemed necessary if the relative benefit 
adequacy originally planned were to be restored. 

Furthermore, the survivor benefits in virtually all instances were less than 
those that would have been payable on the basis of the same earnings history 
under the old-age and survivors insurance system as amended in 1950. This 
fact was also true of retirement benefits for a worker who had had little or no 
railroad employment before 1937. Since the employee contribution rate under 
the railroad retirement system in 1951 (G percent) was four times as high as 
that under old-age and survivors insurance (1% percent), it hardly seemed 


equitable that in some cases the benefits to railroad employees were lower. 
SUMMARY OF PROVISIONS 


*** > The new law makes nine important changes: 

1. The formula for retirement annuities is modified to provide a 15-percent 
increase for both present and future annuitants. 

2. A spouse’s annuity is provided, under certain conditions, when both spouses 
are aged 65 or over (and also when a wife is under age 65 and has a dependent 
child under age 18 in her care). The amount of the spouse’s annuity is 50 per- 
cent of the husband’s full retirement annuity but cannot exceed $40 a month 
(except under unusual circumstances). 

3. Monthly survivor benefits are increased 3314 percent and the lump-sum 
death payments 25 percent by a change in the benefit formula,’ with a further 
increase for those with high earnings (since the previous $250 maximum on 
the average monthly remuneration used in computing the survivor benefits is 
raised to $300). 

4. Goth retirement and survivor benefits, but particularly the latter, are in- 
creased further in a number of instances by the old-age and survivors insurance 
minimum guaranty provision, which stipulates that benefits are to be at least 
as large as those that would be payable for the same wage history under old- 
age and survivors insurance. 

5. Retirement annuities are to be reduced for persons also receiving retire- 
ment benefits under old-age and survivors insurance if railroad service before 
1937 is counted in determining the railroad benefit (but for beneficiaries on the 
rolls when the bill was enacted and who were then receiving old-age and sur- 
vivors insurance benelits, such reduction may not result in railroad retirement 
benefits lower than those previously received). 

6. In computing retirement benefits, service after age 65 is credited, whereas 
formerly service beyond the calendar year in which age 65 was attained could 
not be counted. This change is applicable not only for future cases but alse 
for those on the rolls when the bill became law, so that many retirement an- 
nuities are further increased.° 

7. For deaths and retirements of individuals with less than 10 years of rail- 
road service,’ benefits (other than the residual death payment described later) 
will not be paid by the railroad retirement system, except when the award was 
made before October 30, 1951; instead, the wage credits for service after 1936 
will be transferred to the old-age and survivors insurance program. These 
workers or their survivors may then receive old-age and survivors insurance 


benefits. There is no provision for refunding the excess of contributions under 


*See Wilbur J. Cohen and Robert J. Myers, Social Security Act Amendments of 1950: 
A Summary and Legislative History, Social Security Bulletin, October 1950. 

5 Survivor benefits are computed by applying certain percentages to the so-called basic 
amount. On the whole, these percentages under the previous law paralleled those under 
old-age and survivors insurance (75 percent, for example, for a widow aged 65 or over). 
The amendments left the basic amount unchanged but raised the beneficiary percentages 
applied thereto 33% percent for monthly benefits and 25 percent for the lump-sum death 
payment. Mathematically, this procedure has the same effect as though the factors that 
are applied to various portions of the average monthly remuneration to obtain the basic 
amount had been increased 3344 percent and the beneficiary percentages left unchanged 
except for the lump-sum payment). For comparability with old-age and survivors insur- 
ance, the latter concept is used in this article, with suitable notation as to the adjusted 
basic amount and with the beneficiary percentages in effect remaining unchanged. 

*In general, this change does not greatly increase benefits for those who had service 
after age 65 but who have previously been credited with the maximum service of 30 years 
now possible. For such retirants there will usually be a relatively small increase if the 
use of service performed after age 65 results in higher average monthly compensation, 
although in a few cases this service may produce a slightly lower average and thus a 
decrease in the annuity. 

*In determining whether this 10-year test is met, service before 1937, when contribu- 
tions were first collected, is included. When such total service is less than 10 years the 
individual loses credit for all such prior service he may have had. 
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the railroad system over those that would have been paid under old-age and 
survivors insurance for the same employment (other than the residual death 
payment); the railroad retirement system retains such excess contributions 
from the short-service employees and their employers, and these funds assist 
in meeting the overall costs of the program. 

8. To compensate for the preceding change and for other reasons, financial 
interchanges will be made between the two programs that will place the old- 
age and survivors insurance trust fund in the same position as it would have 
been if railroad employment had always been covered by old-age and survivors 
insurance. 

9. In the application of the work clause under old-age and survivors insur- 
ance, railroad earnings are to be considered as covered wages; thus an indi- 
vidual cannot engage in railroad employment for wages of more than $50 a 
month and receive old-age and survivors insurance benefits, as was formerly 
possible. As before, however, a railroad annuitant may engage in employment 
covered by old-age and survivors insurance without affecting his railroad re- 
tirement benefit. 

BENEFITS UNDER NEW LAW 
Illustrative benefits 

Table 1 shows illustrative retirement annuities under Public Law 234, as con- 
trasted with those under the previous law. The amounts are those arising 
under the benefit formulas without taking into account the minimum annuity 
provision for those with a current connection or, for the new law, the provisions 
for correlating the payments to a certain extent with those under the old-age 
and survivors insurance system. 


TABLE 1 Illustrative monthly retirement annuities under the Railroad 
Retirement Act 








| New law New law! 
A verage A verage 
monthly Old monthly Old 2 
compen- law Nonmarried Married, compen- law Nonmarried | Married, 
sation or spouse ind spouse sation or spouse and spouse 
not eligible eligible not eligible eligible 
10 years’ service 30 years’ service 
$100 $21.00 2 $24.15 $36, 23 $100 $63. 00 $72. 45 $108, 68 
$150 230.00 234. 50 51.75 $150 90. 00 103. 50 143. 50 
$200 36. 00 41. 40 62.10 $200 108. 00 124. 20 164. 20 
$250 42.00 8. 30 72.4 $250 126. 00 144. 90 184. 90 
$300 48. 00 55. 20 &2. 80 $300 144. 00 165. 60 205. 60 
20 years’ service 40 years’ service’ 
$100 $42. 00 2 $48. 30 $72. 45 $100 $84, 00 $96. 60 $136. 60 
$150 60. 00 69. 0 103, 50 $150 120. 00 138, 00 178. 00 
$200 72.00 R2 80 122. 80 $200 144.00 165, 60 205, 60 
25 84.00 06. 60 136. 60 $250 168, 00 198. 20 233. 20 
$300 06. 00 110. 40 150. 40 $300 192. 00 220. 80 260. 80 
Does not take into account the provisions for an increase if necessary to guarantee that benefits will at 
least equal those that would have been payable under old-age and survivors insurance for the same wage 
history, or for a decrease 1 annuity is based on “‘prior service’’ (before 1937) and old-age and survivor 
surance benefits are also be paid 











2 Minimum annuity provision would be applicable for those with ‘‘current connection” and would yield 

larger amounts than those shown. In such cases this provision would raise the benefits for a 10-year man 
» thos own for a $200 man and for a 20-year man to those for a $150 man. 

Persons us prior service cannot have total service of more than 30 years. Accordingly, persons reti>- 





ing 1977 are the lst who can get credit for 40 years of service. 


In table 2, illustrative survivor annuities under the new law are contrasted 
with those under the former law for an individual entering railroad service at 
age 21 in 1951 (or thereafter) and remaining steadily employed therein at a 
level wage. No illustrative survivor annuities for workers now at the middle 
and older ages (regardless of whether they had service before 1951) are shown 
since, in the near future and possibly for many years to come, the great majority 
of the claims for this group will be paid under the “old-age and survivors in- 
surance minimum guaranty” provision rather than under the railroad retirement 
benefit formula. This minimum provision has relatively slight effect on retire- 
ment annuities except when the amount of credited railroad service has been 
little more than 10 years. 
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TABLE 2.—/llustrative monthly survivor annuities under the Railroad Retirement 
tet? 





! 
Widow aged | Widow and Wiiow aged | Widow and 
& » ai 73 ove! | > childr 
A vereme 65 or over 2 children i pean 65 or I 2 | 
monthly 7 monthly 
remuneration ol Tas Old Wau remuneration Old Ail ol nT 
law law law law LW law laws law 
10 years’ service 2 30 years’ service 
$100 $26. 81 $37. 50 $62. 56 $83. 42 $100 $31. 69 $42 $73. 04 SUS. 5S 
$150 0. 94 43. 20 72.19 115. 00 $150 36). Fe 4S. 75 85 1 00 
$200 35.06 | 3 48.80 81.81 130. 00 £200 $1.44 55, 25 ”. 49 130.00 
$250 9.19 54.40 1.44 145. 00 $250 16.31 61.7 108. O6 15. 00 
$300 4 l 0 Ol. ( l \ $30) 19 68, 2 119. 44 ) 2 
20 years’ service 40 years’ service 
$100 $29, 2 $29.00 | $68, 25 $91. 00 $100 $34.1 $45.50 | $79.63 $106, 17 
$150 45. 00 78. 75 115. 00 $159 9. 38 52. 50 188 122. 50 
$200 51.00 RY. 25 130. 00 $200 14.63 1. AD 104.13 138, 83 
$250 7.00 99.75 145. 00 $250 19.88 66. 50 116. 38 155. 17 
$300 63. 00 110.25 | 2150.00 $300 55.13 73. 50 128.63 | 4160.00 





Individual assumed to enter railroad service at age 21 in 1951 or later and to remain steadily employed 
therein at a level wage. Figures indicate survivor benefits should death occur at ages 31, 41, 51, and 61, 
respectively 

No monthly survivor benefits paid under the railroad retirement system for less than 10 years of service 

‘Old-age and survivors insurance minimum guarantee’’ provision applicable 

4 $160 maximum benefit provision applicable 


trerage Benefits 

The net effect of the various benefit Changes is shown in table 3, which con 
trasts for different types of beneficiaries the average monthly benefits actually 
paid for October 1951 before the amendments went into effect and the estimated 
averages that would have been paid if the amendments had been in effect in that 
month. For comparative purposes, average benefits under the old-age and sur 
vivors insurance system are also shown. 


TABLE 3 Average monthly benefits’ under the Railroad, Retirement Act and 
under old-age and survivors insurance, October 1951 


Railroad Retirement A 











Ave 
benefit 
ler } 
[ype of beneficiary Average benefit unde 
Number o Ant 
ury ! 
perso ae 
Old law | New law | "Sura 
Annuitant over age 65 212. 500 $84 $109 e550 
Annuitant under age 65 14. 800 75 86 
oner 5 6 GOD >} 92 
1 widow 84. 000 0) 4() 
wed mother ") oy 9 : 
47, 700 17 299 o7 
Parent - ” : 
Rounded to the re 
I ide nouse i 
Includes wife’s and ¢ le 
N¢ licable 
taken o ) er railr 1] 10 
e: R 1 retire t data from letter Railroad Retire | : ' 
Octo l, 


‘he increase for annuitants over age 65 is about 30 percent—the result prin 
cipally of the 15-percent flat increa 
(payable in about 40 percent of the cases), and the crediting of service beyond 
age 65; there is also present the effect of a decreasing factor—the offset feat 
for those receiving old-age and survivors insurance benefits Che increa 








e, the addition of the spouse’s annuit 


: ’ : a ea . 
ivor benefits are somewhat higher than the 33 percent t 
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benefit formula because of the “old-age and survivors insurance minimum 
guaranty” provision; for children the increase is about 70 percent, and for 
parents, more than 100 percent 

In comparison with the old-age and survivors insurance benefits, the new 
railroad retirement benefits are notably higher for retirement cases and only 
slightly higher for survivor cases, since—though the benefits are computed in 
essentially the same way—railroad earnings are somewhat higher on the average. 


BENEFIT INTERRELATIONSHIPS BETWEEN THE TWO PROGRAMS 





Under the new legislation, there are a number of situations in which benefits 
1 ud-retirement and old-age and survivors insurance programs are 
inierrelated. This section will give hypothetical examples of how such situ- 





ations will work out. 








Minimum quarant Retirement annuities 

The retirement annuity—plus th ouse’s annuity, if an) s guaranteed to 
at least equ the amount tha suld have been payable under old-age and 
survivors insurance the individual's railroad service had been credited there- 
unde When the individual is receiving, o1 eligible to received, old-age and 
survivors insurance benefits based on his earnings ul that program, then 
the guaranty relates to the additional amount that the ad earnings would 





have produced under old-age and survivors insurance if added to the earnings 


from wh his old-age and survivors insurance benefit is deter dd. 





Viscellaneous bene fit provision s 











( I None for an vi or for last No change 
Ker I ‘ 
(2 1M for r roa i I N I hat $ al ible 
te r be t 2 nt ered | OASI employment increased to $50 
f aries OASI | 
(3) Eft f rai 1d em- | No provisi Railroad earnings cot in deter- 
lovment on benefits | mining whether benefits are payable 
of OASI benefici- | 
aries 
(4) Dury n of benef Not permitt Tect ily larger | } hangt 
inde railr 1 sys benetit abl 
Duy of re - | No provisior Annuity reduced by portion thereof 
i snnuit based n service before 1937 or by 
OASI benefits nount of nsurance benefit 
















on wages), which- 
eve SI No reduction for 
any f under 
OASI on rolls at 
enact ifter reduc 
tion 
OASI 


ny OASI benefit 
(and indirectly 





b s t OAS hat reduce hus- 
pana retirement annuity). (See 
+ 5 , x 
(7) Duplication of survi- Not permitted; in effect, only larger N hang 
vor benefits with | benefit payabl 
OASI benefits 
(8) “OASI minimum | No provisior Guarantee that retirement or survivor 
guaranty”’ provision. | benefits under railroad system, plus 
| uny OASI benefits payable, will not 


| be less than OASI benefits would be 
| on basis of combined credits under 
both systems. 
(9) Credit for military | Given at rate of $160 per month for | No change. 

service servict lring a War-service period 

if in railroad service in year of en- 

y into military service or in pre- 

ceding year. Provisions against 

using same service under more 

than one Fede system. 








10) Time within which | Retirement annuities retroactive for | Monthly benefits retroactive for 6 
benefits must be 60 days. Survivor monthly bene- | months. No change for death pay- 
claimed fits retroactive for 3 months. | ments. 

| 


Lump-sum death payment within 
2 years. No limit for residual 
death payment. | 
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Consider, for example, an individual who entered railroad service at the begin- 
ning of 1237, who retires at age 65 at the end of 1952 after having earned $300 
in each month of the 16 years, and who never had old-age and survivors insur- 
ance wage credits. Assume that he has a wife aged 65 and an adopted child 
aged 17. Under the new railroad retirement benefit formula, he would receive 
$88.32 a month, plus an additional $40 for his spouse, making a total of $128.32. 
If his railroad service had been counted under the old-age and survivors insur- 
ance system, he would have been eligible for an old-age insurance benefit of $80; 
the additional benefits ($70) for his wife and dependent child* would bring 
the total to $150.° Accordingly, in this case, the man’s railroad retirement 
annuity and the spouse’s annuity would be increased so that they would total 
$150." 

The guaranty provision applies only for months for which the old-age and 
survivors insurance benefits would be payable. For instance, if in a certain 
month the child receives more than $50 in employment under the old-age and 
survivors insurance program, the total benefit payable under that program would 
have been reduced from $150 to $120. Accordingly, for that month the annuity 
payable under the railroad retirement program would be reduced to the $128.32 
arising under that program’s benefit formula. The result would be the same 
when the child reaches age 18 and any benefits for him under old-age and sur- 
vivors insurance would be permanently terminated. 

If this individual had had a small amount of coverage under the old-age 
and survivors insurance program—suflicient, say, to qualify him for the minimum 
old-age insurance benefit of $20, plus an additional $20 for his wife and child— 
the guaranty provision would have no effect on his railroad annuity. (Nor 
would the provision against dual receipt of benefits, discussed subsequently, 
have any effect, since this individual is assumed to have no “prior service.” ) 
His additional benefits under old-age and survivors insurance as a result of 
counting railroad service would then be $110. Since this amount is less than 
would be paid under the railroad retirement benefit formula, he would receive 
$128.32 from the railroad system and $40 from the old-age and survivors insur- 
ance system. 

There may be situations, similar to the one described above, where the rail- 
road benefit is increased by the “old-age and survivors insurance minimum 
guaranty” provision, and yet old-age and survivors insurance benefits are also 
paid. For instance, if the individual had a minimum old-age and survivors in- 
surance benefit of $20, and if his railroad earnings had averaged $150 a month 
in 1987-52 (but $300 in each month of 1951 and 1952), the new railroad retire- 
ment formula would give a benefit of $82.80 (including spouse’s annuity). By 
the operation of the guaranty, the total railroad benefit would be increased to 
$110, which—with the $40 paid by old-age and survivors insurance—would total 
the $150 that the old-age and survivors insurance program would pay if his 
railroad earnings were counted as “wages.” 


Minimum guaranty—Survivor benefits 


For benefits to the survivors of deceased individuals having 10 or more years 
of railroad service and the required insured status, including “current connec- 
tion,” the same type of minimum guaranty applies as for retirement annuities. 
Here, however. the situation is different because (1) no credit is given for prior 
service, (2) the average monthly wage is computed in the same general fashion 
as under old-age and survivors insurance—that is, over periods of potential 
coverage rather than only over the actual months of service as for retirement 
annuities, (8) the benefit formula produces benefits in some cases lower, al- 
though in other cases higher, than the old-age and survivors insurance benefit 
formula, and (4) less liberal benefit amounts are given for certain categories 
than under the old-age and survivors insurance system. 

In computing the average monthly wages (item 2 above), there is also the 
very important element that old-age and survivors insurance permits a “new 





§ Under the railroad retirement system, no additional payment is made for the dependent 
child of a retired worker although, when such a child is present, the wife can receive a 
spouse's annuity even though she may be under age 65 

*The wife and child are each eligible for 50 percent of the man’s benefit, which would 
4 £30 apne in this case, but the $150 maximum benefit provision reduces their benefits 
0 $35 each. 

1 Both the man’s retirement annuity and the spouse’s annuity would be increased pro- 
portionately, to $103.24 and $40.76, respectively ; this is the only type of case in which 
the spouse’s annuity can exceed $40, 
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start’; both wages and the period before 1951 can be ignored for individuals 
having 6 quarters of coverage after 1950. This provision will tend to produce a 
higher average wage by dropping out the lower wages of the war and prewar 
periods, whereas under railroad retirement all wages and periods since 1936 
must, in general, be included. For persons not able to use the “new start” (such 
as survivors receiving benefits based on the record of a wage earner who died 
before 1952), old-age and survivors insurance benefits are computed as under the 
1939 act and then adjusted upward by use of a conversion table“ that partially, 
though roughly, allows for the lower wages of the past. 

In regard to the third item, the old-age and survivors insurance benefit for- 
mula is 50 percent of the first $100 of average monthly wage and 15 percent of 
the excess, while the railroad retirement benefit formula is, in effect, 5314 per- 
cent of the first $75 and 13% percent of the remainder plus 1 percent incre- 
ment for each year of coverage after 1936. As a result, for workers with short 
periods of coverage, the effect of the increment under the railroad retirement 
formula is more than offset by the higher limit of the first bracket under old- 
age and survivors insurance. 

As to the fourth item, the effective benefit percentages applicable to the “ad- 
justed basic amount” (item D (2) of the accompanying chart) are frequently 
lower under the railroad retirement system than under old-age and survivors 
insurance. There is no additional family benefit (25 percent of the primary 
insurance amount) for survivor children, while parents receive, in effect, bene- 
fits at the 50-percent rate formerly used in old-age and survivors insurance (now 
75 percent). 

For survivor awards made in the near future (and possibly for many years to 
come), the vast majority of the amounts paid will be under the minimum guar- 
anty provision rather than under the new railroad retirement benefit formula. 
Any simple comparison is difficult to make because of the differences between 
the two programs. Illustrative calculations have been made, however, for an 
individual who died in 1951, having been covered under the railroad retirement 
program continuously since the beginning of 1937, and who left a widow and 
one child. Since this individual would not have sufficient coverage after 1950 
to use the “new start” average wage under old-age and survivors insurance, the 
average wage is computed in approximately the same fashion under both pro- 
grams. In obtaining the benefit under old-age and survivors insurance, the con- 
version table would be used. The resulting benefits for the widow and child, 
based on various assumed average monthly wages, are shown below. 








Benefit under Benefit under 
ve railroad old-age and 
Average monthly wags | retirement survivors 
provisions ! | insurance 
| provisions 


$50 . $38. 33 | $62. 70 
75 57. 50 | 71.70 
100 J : . ; . aide ‘ 62. 30 | 78. 30 
150 ceietiinnieba 7 —- ‘ iment — 71. 88 | 87. 60 
200 ‘ : ‘ Sacieitetiiin as 81. 47 96. 00 
250 Z me. : s 91.05 102. 80 
300 TS RE EET TE RS 100. 63 102. 80 


1 Before application of the old-age and survivors insurance minimum guarantee provision. 


For this particular case, the minimum guarantee provision would apply at 
every wage level—that is, the railroad retirement system would pay the larger 
amount computed under the old-age and survivors insurance provisions.” 


1 For a full description of the method of calculation, see Walter E. Wilcox, Analysis of 
the Benefits Under Title II of the Social Security Act Amendments of 1950, Actuarial 
Study No. 30, Social Security Administration, February 1951 (especially pp. 12, 14, and 
15) 

2 It may be noted that the family benefit based on an average monthly wage of $50 
exceeds, under old-age and survivors insurance, the average wage. This situation arises 
because most workers with an average monthly wage of $50 had much lower earnings 
than this before and during the war and much higher wages thereafter. The increase in 
old-age and survivors insurance benefits made by the 1950 amendments, in the aggregate, 
was designed to raise benefits so as to relate them to the increased wage and price levels 
at the time Accordingly, the total benefit would probably be significantly less than the 
recent monthly earnings of the individual. 
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This situation will not prevail for all survivor benefits currently awarded or 
those arising in the near future, although it is believed that a substantial major- 
ity will be affected—particularly when in the middle of 1952 it becomes possible 
under old-age and survivors insurance to use the new benefit formula along 
with the “new start” average wage. 


Dual receipt of benefits 


The retirement annuity of any individual entitled to an old-age insurance 
benefit (based on the individual’s own wages earned in jobs covered by the 
social security program) is to be reduced by the smaller of (1) the old-age insur- 
ance benefit or (2) the portion of the retirement annuity based on service before 
1987. For beneficiaries on the rolls when the law was enacted, there is a saving 
provision to the effect that this reduction, when considered in conjunction with 
the various increases made by the benefit formula and the spouse’s annuity, 
shall not result in the individual's receiving less than he did before the 
amendments. 

Consider, for example, a retired individual aged 65 or over with a wife also 
aged 65 or over. Assume that he had 20 years of service before 1937 and 10 
years of service after 1936, all at a compensation of $200 a month. Before the 
amendments he was receiving a retirement annuity of $108 a month. Further 
assume that, as a result of a small amount of old-age and survivors insurance 
coverage, he had been receiving an old-age insurance benefit of $20 and his wife 
was receiving a benefit of $10. Under the amended benefit formula, the man’s 
retirement annuity is increased to $124.20, and in addition there is a spouse’s 
annuity of $40. The man’s retirement annuity must be reduced, however, by 
the old-age insurance benefit of $20 that he is receiving (since this is smaller 
than the portion of his retirement annuity—about $838—based on prior service). 
\ccordingly, his actual retirement annuity is $104.20, while the spouse’s annuity 
is $40," so that the total payment from the railroad retirement system would 
be $144.20 as contrasted with the former $108. If the wife should die, however, 
the man’s reduced retirement annuity of $104.20 would be raised to $108, the 
amount that he had been receiving before the enactment of the amendments.”* 
lor those retiring after the effective date, this saving provision is not applicable. 

In some instances, this provision against dual receipt of benefits will be par- 
tially or wholly offset by the old-age and survivors insurance minimum guaran- 
tee provision described previously. In the example given in the preceding para- 
graph, this guarantee would have no effect because his total railroad benetit of 
$144.20 is more than the maximum benefit for a married man and his eligible wife 
under old-age and survivors insurance ($102.80 currently and $120 for re- 
tirements after March 1952). Consider, for example, an individual retiring 
at age 65 in January 1953 who has a wife aged 65 and a child aged 17. 
Assume that he had 30 years of continuous railroad service (and thus 14 
vears of prior service) and an average monthly compensation of $125 over 
the period, but with $3800 a month in 1951 and 1952. Further assume 
that, as a result of a small amount of old-age and survivors insurance cover- 
age, he is receiving an old-age insurance benefit of $20, and correspondingly 
the total family benefit is $40. Under the amended benefit formula, the man’s 
ailroud annuity is $87.98 and the spouse’s annuity is $40, or a total of $127.98. 
Because of the old-age insurance benefit actually paid, the man’s annuity is 
reduced to $67.98 and the spouse’s annuity to $33.99, or a total of $101.97. The 
old-age and survivors insurance minimum guarantee in this case is $110 (the 
$150 maximum family benefit—based on the $300 average wage in 1951 and 1952 
and the two eligible dependents—less the $40 actually paid). Accordingly, the 
railroad total benefit as reduced by the dual receipt of benefits provision is then 
adjusted up to $110 by the guarantee provision. 

In future years the provision against dual receipt of retirement benefits will 
have less and less effect, since fewer annuities under the railroad retirement 
system will be based on service performed before 1937. Thus, for those who 
have no prior service or for those who have at least 30 years of service after 1936, 
there will be no restrictions against receiving ful!, dual retirement benefits under 
the two programs. 

18 When this type of reduction is made, the spouse’s annuity is half their reduced retire- 
ment annuity, but in the example given the $40 maximum would continue to apply. 

“The same situation would occur if the individual did not have an eligible wife when 
the amendments were enacted. In other words, he would then have received no increase 
in his railroad retirement benefits since the rise due to the new benefit formula would have 
been offset by the reduction because of dual receipt of benefits under the two systems 
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As in the previous law, there are provisions against payment of different cate- 
gories of benefits under the two systems for survivors, with an extension of this 
principle also to spouse’s annuities. Thus, for instance, an aged widow of a 
railroad worker cannot receive both a widow’s annuity under the Railroad Retire- 
ment Act and an old-age insurance benefit based on her own earnings, but rather, 
in effect, only the larger of the two amounts. Similarly, an aged wife of a 
retired railroad worker cannot receive both a spouse’s annuity and an old-age 
insurance benefit based on her own earnings. She may, on the other hand, receive 
a wife’s benefit under both programs; as previously described, however, since 
the husband’s railroad-retirement annuity will be reduced in most cases in the 
near future when he also receives old-age and survivors-insurance benefits, the 
spouse’s annuity under the railroad program will be correspondingly reduced.” 


Residual death payments 

The railroad retirement program provides for a residual death payment that 
gives a minimum guarantee of payments to the individual on the basis of his 
railroad wages. The amount guaranteed is 4 percent of creditable compensation 
during 1937-46 and 7 percent thereafter. The payment will always be in excess 
of the contributions the individual has made. The residual payment is deter- 
mined by subtracting from the amount guaranteed all payments made under the 
railroad retirement program and certain payments made under the old-age and 
surviors insurance program on the basis of railroad earnings. 

As an example, consider an individual who had less than 10 years of railroad 
service when he retired at age 65 in December 1951, with his wife also aged 65. 
Assume that all his railroad service was after 1946 and that his total credited 
compensation amounted to $5,000, so that the minimum guarantee of benefits is 
$350. Since he had less than 10 years of railroad service, his wage history was 
transferred to the old-age and surviors insurance system and, with the wage 
credits previously established, produced an old-age insurance benefit of, say, 
$28 a month, along with a benefit of $14 a month for his wife. Further, assume 
that without the railroad wage credits he would have been eligible for the mini- 
mum old-age insurance benefit of $20 for himself and $10 for his wife. Upon 
his death, a lump-sum payment of $84 will be payable, and his widow will receive 
a monthly benefit of $21. 

Assume that the individual lives for 1 full year after retirement and that his 
widow dies 4 months later.” The residual payment is determined as follows: 
From the $350 minimum guarantee there must be deducted the excess benefits 
received during the retired worker's lifetime as a result of crediting the railroad 
wages (12 months at $8 for the man and $4 for his wife, or a total of $144) and 
all survivor benefits paid (the $84 lump-sum death payment and widow's benefits 
of $21 for 4 months, or a total of $168). The residual death payment would be 
$38 ($350 minus $144 minus $168). 


IT. RATLROAD RETIREMENT AcT AMENDMENTS OF 1951: FINANCIAL AND ACTUARIAL 
ASPECTS 


(By Robert J. Myers) 


The 1951 amendments to the Railroad Retirement Act include provisions for 
transferring the wage records of short-term railroad workers to old-age and 
survivors insurance. Congress also provided for a financial interchange between 
that program and the railroad retirement program designed to place the old-age 
and survivors insurance trust fund in the same position it would have held if 
all railroad employment had always been covered by old-age and survivors 
insurance. The provisions for financial interchange are of special interest both 
to the persons administering the programs and to the general public, since they 
establish the first coordination of this type between public retirement programs. 


This situation will not occur, however, when the husband’s original annuity and his 
reduced annnity both total $80 or more, since in either case the spouse’s annuity is then 
the $40 maximum. 

®* Actually, this is an unusual case since both husband and wife would, on the average, 
live for about 12-14 years In most instances there will be no residual death payment 
because the benefits naid before the death of the last surviving beneficiary will greatly 
exceed the minimum guaranty. 
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FINANCIAL INTERCHANGE PROVISIONS 


According to the statement of the Railroad Retirement Board on H. R. 3669, 
the purpose of the financial interchange provisions in that bill is as follows: 

It is an overall adjustment to compensate the railroad-retirement system for 
the savings it affords to the social-security system from the separate existence 
of the former. The recoupment of these savings contributes to making it pos- 
sible to increase benefits as provided in the bill without affecting the financial 
soundness of the railroad-retirement system. The bill, in substance, declares 
it to be the congressional policy that the social-security system shall neither 
profit nor lose from the existence of the separate railroad-retirement system. 
Because the railroad-retirement system covers an older group and a group which 
is in other respects a higher-cost segment of the national working population, 
it has achieved savings to the social-security system by removing that higher 
cost segment from the coverage of that system. The bill utilizes these savings 
for increasing benefits under the railroad-retirement system without increasing 
the tax rates for the maintenance thereof.” 

In the testimony of the Social Security Administration before the Senate 
subcommittee it was argued, on the other hand, that the separate existence of 
the railroad retirement system would not result in a saving to the old-age and 
survivors insurance program. On the question of whether the group covered by 
the railroad system is a higher-than-average-cost group, the Administration said: 

“While it is true that for this group there are certain elements making for 
higher costs, on the one hand, other factors are present which act in the op- 
posite direction. Higher cost factors include an older age distribution and 
perhaps a lower average retirement age (because of the availability of larger 
benefits). On the other hand, lower cost factors include a higher wage level 
and a higher proportion of men (since women have superior mortality, lower 
average retirement age, and less regular employment, all of which increase costs 
and more than offset their lower cost due to having relatively less in supple- 
mentary and survivor benefits). * 

The financial interchange provisions finally adopted are designed to provide 
for such continuing adjustments that, whatever the true situation proves to be, 
the general objective of placing and maintaining the old-age and survivors in- 
surance trust fund in the same position it would have been if railroad service 
had always been covered by old-age and survivors insurance will be achieved. 


COST EFFECTS OF COORDINATION PROVISIONS 


According to the testimony of the Railroad Retirement Board on S8. 1347, as 
introduced, the provisions of that bill would have resulted in an initial debt 
of $700 million owed by the railroad retirement account to the old-age and 
survivors insurance trust fund. This amount would be more than offset by 
annual transfers in the future, based on the developing experience, from the 
trust fund to the railroad retirement account. It was estimated that the trans- 
fers would range generally from about $10 million to $60 million and average 
about $34 million a year.” 

On the basis of these estimates, the representative of the Railway Labor 
Executives’ Association testified that, since the net effect was a flow of funds to 
the railroad retirement system, there would be no need to transfer the initial 
debt.” Instead, equitable treatment would be accorded both systems if the 
railroad retirement program merely paid interest on this amount, with the in- 
terest payments being more than offset by the annual transfers for future 
developing experience. This is the procedure established in the final legislation. 

The result of handling the financial interchange in this manner would, on the 
basis of Railroad Retirement Board estimates, be future annual transfers from 
old-age and survivors insurance to railroad retirement averaging about $13 





7 Report of the Committee on Interstate and Foreign Commerce on H. R. 3669 (H. Rept. 
976, 82d Cong., 1st sess.), September 19, 1951, p. 63. 

18 Senate Hearings, pp. 547 and 548. 

%” Senate Hearings, p. 238. The average figure is based on the level-cost calculations, 
which show a gross reimbursement to railroad retirement for future experience of 0.65 
some of a $5.2, billion annual payroll (Senate Committee report, table III, items D and 

I, p. 16). 

20 Tbid., p. 241. 
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million for the bill as introduced.” Accordingly, under these estimates the old- 
age and survivors insurance system would not only have to transfer such amounts 
but would also under this bill have had the cost of granting wage credits for 
railroad service for employees having less than 10 years of such service. 

Leaving the $700 million initial debt in the railroad retirement account would 
result in the latter receiving 3 percent interest ~ on this amount but having to 
pay to the old-age and survivors insurance trust fund only about 244 percent 
interest, since that is the average interest rate of the trust fund currently. The 
railroad system would thus have a net profit (at the expense of the General 
Treasury) of 5% million per year 

Estimates for S. 1347, as introduced, were also presented in the testimony of 

the Social Security Administration. They agreed with the Railroad Retirement 
Board estimate in the amount of the initial debt but indicated that the flow of 
funds would at all times be from the railroad retirement account to the trust 
fund and would average about $35 million a year on a net basis, assuming the 
init debt would not be trausferred.* 
The provisions of the final legislation (notably the retention of the previous 
law’s work clause applicable to retirement benefits) have an important effect on 
the financial interrelationships between the two systems. The Railroad Retire- 
ment Board estimate for the introduced bill (a net annual transfer from the 
old-age and survivors insurance trust fund averaging $13 million, or 0.25 percent 
of railroad payroll) is reduced considerably and in fact reversed for the law as 
enacted (a net annual transfer to the trust fund averaging about $1.5 million, 
or 0.03 percent of payroll).” Correspondingly, an estimate prepared on the 
assumptions used in the Social Security Administration testimony would show 
a much larger average transfer to the trust fund, probably somewhere in the 
neighborhood of $45 million to $50 million per year. 

The two sets of estimates agree on the cost to old-age and survivors insurance 
of including the short-service railroad employees under that program rather 
than under the railroad program. Where the difference arises is in the estimates 
of whether the separate existence of the railroad retirement system does or does 
not result in a saving to the old-age and survivors insurance system. Accord- 
ing to the Railroad Retirement Board estimate, this saving amounts to 0.82 
percent of railroad payroll. According to the Social Security Administration 
figures (which use the Railroad Retirement Board estimate of the cost for short- 
service employees), the separate existence of the railroad retirement system 
increases costs for the old-age and survivors insurance system by 0.12 percent of 
railroad payroll or about 0.005 percent of the covered payroll under old-age and 
survivors insurance.” 

This figures given earlier reflect the combined effect of the financial inter- 
change provisions and transferring the short-service railroad employees to 
the old-age and survivors insurance system. It would have been possible for Con- 
gress to have enacted only one of these two provisions. The independent effect 
on the old-age and survivors insurance system of the financial interchange pro- 
visions as they related to the introduced version of S. 1347, modified for a $300 
monthly wage base, is indicated in the following tabulation: 





21 The average figure is based on the level-cost calculations, which show a net reimburse 
ment to railroad retirement for future experience amounting to 0.25 percent of a $5.2 
billion annual payroll (Senate Committee report, table III, item III, p. 16). 

?The statutory minimum interest rate provided by the Railroad Retirement Act for 
investments of the railroad retirement account 

‘The actual determination of the amount of the initial debt, as of June 30, 1952, yielded 
a figure of $488.2 millions. Accordingly, since the old-age and survivors insurance trust 
fund was then earning about 2% percent interest, the net profit to the railroad retirement 
system from not transferring the initial debt is currently more than $3 millions per year 
(January 12, 1954). R.J. M. 

‘Senate Hearings, pp. 541-568 553) Also see Senate Committee 
report, p. 16, which indicates how { was derived (net reimbursement to 
old-age and survivors insurance for future experience of 0.69 percent of a $5.2 billion 
annual payroll). 

* Senate Committee report, table 1, item F minus item E of column 1, p. 11. 

* The Senate committee report (p. 16) states that the Social Security Administration 
testimony “denies the existence of any savings to the social security system from the sepa- 
rate existence of the railroad retirement system” but that “his denial is not supported” by 
the figures As indicated here, however, the Social Security Administration estimate 
shows the existence of a small “loss’’ to the old-age and survivors insurance system. 
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Percent of railroad 


payroll 
eee 
Item | Railroad Social 
| Retire- | Security 
} ment | Admin- 


Board istration 
estimate | estimate 


Transfer from old-age and survivors insurance trust fund to railroad retirement 





,sccount 0. 25 —0. 69 
Cost to old-age and survivors insurance for short-service employees !__- —_ . 57 . 57 
Savings to old-age and survivors insurance because of separate existence of 
ad systen 82 -. 12 
1 Cost of paying additional benefits on basis of wage credits given for railroad service. 


Source: Senate Committee report, table III, item III, and table IV, footnote 4, pp. 16 and 17. 


As was indicated above, since the legislation provides for continuing transfers 
between the two systems, future experience will definitely indicate whether the 
“savings to the old-age and survivors insurance system because of the separate 
existence of the railroad retirement system” are positive or negative. * * * 

The cost of the legislation finally enacted is estimated at almost 2 percent 
of payroll in excess of the contribution rate. The cost was increased somewhat 
over that of the bill passed by the Senate because the former wage boost of 
$300 a month was retained as contrasted with the $3850 base provided in the 
Senate version. 

The lack of balance between the cost and the contribution rates indicated 
above undoubtedly was one of the important reasons for the adoption of Senate 
Concurrent Resolution 51, which calls for a congressional study of the railroad 
retirement system, including its relationship with old-age and survivors insur- 
ance, During the hearings, many witnesses testified that a margin of 1 percent 
of payroll between cost and contribution rate was reasonable and could readily 
be acceptable; their argument was based on the consistent overstatement of 
costs in the past. This overstatement had occurred primarily because of the 
steadily rising wage level during the past decade. As wages rise, the cost of the 
system, like the cost of old-age and survivors insurance, is decreased when 
measured as a percentage of payroll because of the weighted benefit formula, 
under which workers with low wages receive benefits that are proportionately 
higher than those with higher wages. Raising the maximum wage base reduces 
the cost of the system for this same reason. 

The distribution of the estimated level premium cost of 14.43 percent of pay- 
roll under the final legislation, by the various categories of benefits and other 
cost items, is indicated below. 
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Cost as percent 
of payroll 


Net level premiur t ; 14. 43 
Retirement benefit ‘ 12.00 


74 
oa 
52 


03 


2. 16 


Lump-sum death payments 7 
payment 19 


Adn trative expenses sai 14 
Net finar l interchange wit ld and survivors insuranet 03 
Funds on hand e : —1.30 


3’ Represents net balance of credits to old-a i survivors insurance trust fund of taxes (both past and 
future) at old-age and survivors insurar rates based on all railroad employment (level cost of 6 percent) 
over credit from trust fund on account idditional benefits that would have been payable under old-age 
rs insurance with respect to employees with at least 10 years of railroad service (level cost of 








Credit it to help meet the benefit and administrative costs; relates interest 


ta rate of 3 percent on the 
Source; Senate committee Report, table I, p. 11 


3y far the greatest part of the cost is for retirement benefits for persons 
aged 65 and over—that is, for age annuities (most of which are payable to 
those over age 65) and for disability annuities payable after age 65. As a 
result of the financial interchange provisions, there is a small cost to the 
railroad retirement system for net transfers to the old-age and survivors in- 
surance trust fund, amounting to 0.03 percent of railroad payroll. 

On the whole, these provisions, along with that transferring short-service 
employees to the old-age and survivors insurance system, have financial ad- 
vantages for the railroad retirement program. Although the estimate indicates 
a small transfer of funds from the railroad retirement system, it does not 
indicate specifically the savings due to the removal of the short-service employees, 
which is taken into account in the estimated cost of the various benefits. Accord- 
ing to this estimate the railroad retirement system might have a relatively small 
amount to transfer to the old-age and survivors insurance system, but the amount 
is far more than offset by the employer and employee contributions with respect 
to the short-service employees that the railroad retirement system, in effect, col- 
lects and retains. No benefits other than the residual death payment, which 
in virtually all cases will either not be due or not be claimed because of the 
survivor's lack of knowledge, can be payable by the railroad retirement system 
with respect to the wage records on which these contributions are based. 

It is significant that Congress at the same time it passed the 1951 legislation 
also adopted Senate Concurrent Resolution 51, establishing a joint congressional 
committee to make a full and complete factfinding study and investigation of the 
Railroad Retirement Act. Among the matters to be studied are the relationship 
between this program and the old-age and survivors insurance system, both 
as to benefits provided and as to simplification of administration. Particular 
emphasis and study are to be given to the cost of the railroad retirement program 
and to means of strengthening its financing basis. 
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III. Excerpers From RETIREMENT POLICIES AND THE RAILROAD RETIREMENT SYSTEM 


(Report of Joint Committee on Railroad Retirement Legislation, pt. 1, Issues 
in Railroad Retirement, 83d Cong., Ist sess., Jan. 9, 1953) 


Three principal reasons motivated proposals for amendments to the Railroad 
Retirement System in 1951: 

1. The huge postwar increases in the cost of living had resulted in extreme 
hardship for hundreds of thousands of retired railroad employees and their 
families. This group, attempting to exist on a fixed income, were among the 
greatest sufferers from the wave of price inflation that occurred in the postwar 
period. While the 1948 amendments had provided an increase of 20 percent in 
retirement benefits, consumer prices had increased another 8 percent since that 
time and gave promise of rising even more. Furthermore, no substantial change 
in the survivor benefits paid under the Railroad Retirement Act had occurred 
since their initial establishment in 1946. 

2. While several wage increases had occurred in the postwar period in the 
railroad industry, these had little effect on benefits of workers retiring in that 
period, since retirement benefits were based on railroad service and earnings 
both before and after the inception of the program in 1937. It seemed plain 
to all that further increases were necessary if the relative adequacy of benefits 
originally planned in the Railroad Retirement Act were to be restored. 

3. Finally, economic conditions had impelled Congress in 1950 to amend the 
Social Security Act making enormous increases, percentagewise, in the amount 
of benefits payable under the act, resulting in the gap between social-security 
benefits and those payable under the Railroad Retirement Act being substan- 
tially narrowed, despite the higher tax rate of the railroad system. In addition, 
the 1950 Social Security Act amendments increased survivor benefits to as much 
as one-third higher than those payable under the railroad system, although 
previously the social security survivor benefits had averaged 25 percent lower.” 

The following provisions of H. R. 8669 are among the more important items 
that were changed, as indicated, in the law as passed: 

* * * * * * * 

6. Provision for a financial interchange between the railroad retirement sys- 
tem and OASI. In effect, the Social Security Administration was to pay to the 
railroad retirement account all benefits which railroad workers would have re- 
ceived had they been covered by OASIT, in return for which the Railroad Retire- 
ment Board would pay to OASI all social security taxes which such workers 
would have paid had their railroad service been covered by social security. The 
Douglas amendments included this provision. 

7. Transfer to the social security system of railroad workers who retire with 
less than 10 years of railroad service. This provision also was included. 
* * A 7 . ae * 

9. A provision against the payment of duplicate benefits on the basis of untaxed 
service before 1937; that is, if the annuity is to any extent based on service 
before 1937 and the annuitant is also entitled to a social-security benefit, the 
annuity is then reduced by the amount of the social-security benefit or by that 
portion of the annuity which is based on service before 1937, whichever reduction 
is less. This provision is also included. 

10. A provision guaranteeing to every railroad employee that in no case would 
the total of the benefits paid under the Railroad Retirement Act to him, his 
dependents, or survivors, and the benefits paid under the social security be less 
than would be payable if railroad service had been considered employment under 
the Social Security Act.” 

During the hearings, several witnesses pointed to the amount of duplication 
of benefits between the current railroad retirement and social-security systems. 
It was suggested that the elimination of the railroad retirement system as 
presently constituted and placing railroad employees under social security would 
provide enough savings, through the elimination of duplication of benefits, so 
that the railroad system could support a very adequate supplemental system. 
With respect to this point, counsel for the Railway Labor Executives’ Associa- 
tion indicated that a good deal of the benefit duplication had already been 
removed in previous amendments to the Railroad Retirement Act, and that 





7 P, 120 
% Pp, 125-126. 
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passage of the railway labor executives’ association bill would leave very little 
duplication of benefits between the two systems. No benefit duplication existed 
with respect to survivors. Passage of the bill would completely eliminate 
duplication of benefits with respect to less-than-10-year-service railroad em- 
ployees, and prevent duplicate benefits with respect to prior service of long 
service railroad employees. Counsel felt that removal of any remaining duplica- 
tion of benefits shouid be the responsibility of the social-security system rather 
than the railroad retirement system.” 

One of the problems presented by the existence of separate retirement systems 
is that of employment shifting between the systems. For example, if the co- 
ordination provisions did not exist, by working partly in the railroad industry 
and partly in an industry covered by social security, an individual might qualify 
for a smaller railroad annuity, the amount of which would be largely based on 
years of service, and might not qualify at all for a social-security benefit which 
requires a certain period of coverage before paying any benefits. Moreover, 
shifting employment between noncoordinated or integrated systems causes pay- 
ment of dual benefits. Social insurance systems currently, and for some years 
to come, pay benefits greatly in excess of the amount of contributions which have 
been made by an individual annuitant. Thus, it is asserted, it is unfair to 
permit some individual to profit from more than one such retirement system 
since the payment of dual benefits creates costs which might otherwise be used 
to pay higher benefits without discrimination to all covered by either system.” 

In October 1945, the official publication of the Railroad Retirement Board, the 
Monthly Review, contained a study entitled “Railroad Retirement Annuitants in 
Social Security Employment.” It found that a substantial number of railroad 
retirement annuitants were availing themselves of the opportunity to work in 
social-security-covered employment.” 

The fact that (a) problems which are a common concern of all insurance 
systems would not receive simultaneous consideration from Congress; (b) un- 
certainty existed as to where responsibility lay for sponsoring extensions or new 
insurance programs for new groups of workers; (c) that there was a possibility 
of duplication of benefits which the report termed a waste of public funds; and 
other examples of lack of administrative and financial coordination were all 
cited in the report.” 

The major purposes of the coordination, said the [Railroad Retirement] Board, 
are to prevent the total or partial loss of benefits by survivors of individuals not 
insured under either system separately but who are insured when credits are 
combined, or who are insured under one system but not the other; and to prevent 
duplication of benefits when individuals are insured under each system sepa- 
rately. This precaution is necessarily because under both systems the insurance- 
benefit formula is designed to provide relatively larger amounts of benefits at the 
lower earnings level.” 

Briefly, as a result of the 1951 amendment (1) duplicate retirement benefits, 
with respect to untaxed service prior to 1937, were eliminated; (2) railroad 
employment was brought within the scope of social-security work clause; (3) 
employees with less than 10 years of railroad service at death or retirement 
were transferred to the social-security system; (4) a social security minimum 
was provided, guaranteeing to the railroad employee and his family and 
survivors that the total monthly benefits under both systems shall not be 
less than that which would be payable under the social-security system if rail- 
road service were covered by that system; (5) a financial interchange provision 
was introduced, similar to that discussed by the Latimer-Winant letters of 1537, 
whereby the railroad fund is to be credited or charged with the amount which 
its separate existence has saved or cost the OASI fund—or, in effect, OASI pays 
railroad retirement the amount of additional benefits social security would have 
paid if railroad service had been covered along with regular social-security 
employment, in exchange for railroad retirement paying the OASI fund the 
amount of taxes social security would have collected on railroad service, plus 
interest. These provisions have the effect of more fully coordinating the two 
systems.™ 
*7Pp. 131 
® Pp. 616-617. 
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Other coordinating features designed to solve the problems of having 2 sep- 
arate systems were instituted with the passage of the 1951 amendments to the 
Railroad Retirement Act. These problems, and the methods with which they 
were met, are as follows: 

* ok t * * * a 


Avoidance of double credit under the two systems for service during which no 
taxes had been paid. This was effected by reduction, subject to a savings clause, 
in railroad retirement annuities by whichever is the less of (a) the amount the 
annuity is increased by including untaxed service before 1937, or (b) the amount 
of any old-age insurance benefit to which the annuitant is entitled, upon applica- 
tion, under the Social Security Act. 

Under the coordinated system, survivor benefits (other than the railroad resid- 
ual payment) are paid by one system only. For the most part, the same types 
of survivor benefits (although not necessarily in the same amounts) are pro- 
vided under both systems, and the same definitions of widow, widower, child, and 
parent are found in both acts. A worker who dies with at least 10 years of rail- 
road service with the necessary number of quarters of coverage in railroad and 
social-security employment combined, and has not transferred out of the railroad 
industry or, if he has, he has never worked regularly under the social-security 
system (that is, retains a “current connection with the railroad industry”), is 
insured under the railroad system. In that case, his survivors look to that 
system for benefits, which are then based on his combined employment. If he 
dies uninsured for failure to meet 1 or more of the 3 conditions named, he may 
have the necessary number of quarters of coverage in combined employment 
to be insured under the social-security system. In that event, his survivors 
receive their benefits, again based on combined employment, from the latter 
system. In any case, a residual benefit may still be due from the railroad retire- 
ment system, when all other benefits are paid, to make good the guaranty that, 
in effect, railroad employee taxes plus an amount in lieu of interest are never 
forfeited. 

At the time the 1951 amendments were enacted, approximately 20 percent of 
the survivor benefit awards being made by the Board were based on less than 
10 years of service. Survivor benefits are no longer payable in such cases, not- 
withstanding the existence of a “current connection” at the time of the employee's 
death. Such cases are now transferred to the social-security system for 
payment.” 

ELIMINATION OF DUPLICATE CREDITS FOR PRIOR SERVICE 


Backoround and justification 

The Railroad Retirement Act was amended in 1951 to provide for the first time 
against double credit under the social-security system and the railroad retire- 
ment system for service before 1937 as to which no taxes had been paid under 
either system. The provision is as follows (last paragraph of sec. 3 (b) of the 
Railroad Retirement Act, as amended) : 

“The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such in- 
dividual is, or on proper application would be, entitled to an old-age insurance 
benefit under the Social Security Act, as follows: (i) in the case of the in- 
dividual’s retirement annuity, by that portion of such annuity which is based 
on his years of service and compensation before 1937, or by the amount of such 
old-age insurance benefit, whichever is less: (ii) in the case of the individual's 
pension, by the amount of such old-age insurance benefit; and (iii) in the case 
of the spouse’s annuity, to one-half the individual’s retirement annunity or 
pension as reduced pursuant to clause (i) or clause (ii) of this paragraph: Pro- 
vided, however, That in the case of any individual receiving or entitled to receive 
an annuity or pension on the day prior to the date of enactment of this para- 
graph, the reductions required by this paragraph shall not operate to reduce 
the sum of (A) the retirement annuity or pension of the individual, (B) the 
sponse’s annuity, if any, and (C) the benefits under the Social Security Act 
which the individual and his family receive or are entitled to receive on the 
basis of his wages, to an amount less than such sum was before the enactment of 
this paragraph.” 
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Thus a dual-benefit restriction was imposed which reduces the railroad 
benefit by that portion of the annuity based on years of service and compensation 
before 1937, or by the amount of the OANSI benefit to which the railroad annuitant 
is eligible, whichever is less. The reason Congress adopted this provision was to 
eliminate dual benefits for untaxed prior service and to use the resultant savings 
to provide higher benefits for the system as a whole. The railroad retirement 
system specially credits prior service, and the OASI system gives such credit 
indirectly by the methods used in computing benefits. The social-seurity benefit 
itself is based on wages after 1936, or after 1950 under the “new start” pro- 
visions, but the very heavy alowance made in the benefit formula for the lowest 

age bracket and the low-service eligibility requirements can be looked upon 
as an indirect allowance for service rendered before the inception of that system 
itself. While there was no questioning the need for crediting prior service, it 
seemed unfair to permit some people to get such credit twice. Thus the Senate 
committee which considered and proposed the enactment of this provision said of 
it that it “provides against duplication of credit for prior service. The amended 
Social Security Act is so weighted as, in effect, to give credit for service before 
1987. In view of this and since employees who now receive credit for service 
before 1987 have not paid any taxes with respect to such service, the spensors of 
the bill deemed it appropriate to continue to give credit under the Railroad 
Retirement Act for prior service, but only if the employe does not also receive 
an old-age benefit under the Social Security Act.” 

The 1950 amendments to the Social Security Act made it relatively easy for a 
railroad worker, past or close to age 65, to obtain substantial old-age insurance 
benefits under the Social Security Act on the basis of only nominal social-security 
employment in addition to the railroad annuity earned over a lifetime of service. 

The dual-benefit-restriction provision also serves to eliminate the excess bene- 
fits which would otherwise be available to individuals whose split coverage might 
lead to benefits under both systems compared with other individuals who make 
railroading their career. Dual benefits are not restricted when prior-service 
credits are not involved, first, since the employee and his emplover pay taves 
under both systems for all service which goes into the crediting of the two benefits, 
and second, because this problem is not a serious one at the present time. 

Despite the decision to limit the dual-benefit restriction to cases involving 
creditable prior service only (before 1937), the restriction leads to substantial 
savings during the next 30 years or so. The adoption of the prior-service-restric- 
tion provision should effect a saving averaging $11 million a year for the first 10 
years, $15 million for the next 10 years, $9 million for the third 10 years, $3 
million for the next 10 years, and steadily decreasing amounts thereafter until 
savings vanish by about the year 2000. It is estimated that the resulting savings 
over this period will come to about $885 million. On a level cost basis, this 
amounts to 0.15 percent of taxable payroll. 


Operation of provision 

The provision operates so that the annuity payable to an employee who has no 
creditable railroad service before 1937 is unaffected by his entitlement to any 
social-security benefit. The annuity payable to an employee who has creditable 
railroad service before 1937 is reduced to the extent of any old-age insurance 
benefit to which he simultaneously may be entitled under the Social Security 
Act (or would be if he filed for it), even though he receives no payment under 
that entitlement due to employment. The annuity, however, may not be reduced 
below the amount payable on the basis of railroad service after 1936 alone. 
Thus, any social-security benefits the employee may have earned have the effect 
of nullifying part or all of the credit otherwise allowed for railroad service rend- 
ered before 1937. He is, however, allowed full annuity credit for any railroad 
service on which he paid taxes. If the dual-benefit restriction is to be applied in 
the case of an employee who was entitled to receive a railroad annuity on Octo- 
ber 29, 1951, it may not operate to reduce the sum of the railroad and social-se- 
curity benefits which the employee and his family are entitled to receive for any 
month to an amount below the corresponding sum on that date. 

About 30,000 persons now on the retirement rolls—14 percent of the total over 
age 65—are affected by the dual-benefit restriction ; many others on the rolls will 
undoubtedly become affected later as they qualify for social-security benefits. 
The provision will, of course, gradually diminish in importance and eventually 
become obsolete as service before 1937 disappears as a factor in awarding 
annuities. 
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The annuity payable to the wife of an employee whose annuity is reduced 
under the dual-benefit restriction is computed from the employee's reduced 
annuity. Moreover, the wife’s annuity is reduced by any old-age or parent's 
benefit, but not by a wife’s benetit, to which she is entitled under the Social 
Security Act (or would be entitled if she applied for it). If she is entitled to 
such an old-age or parent’s benefit and also to a wife’s benefit under the Social 
Security Act, the railroad annuity is reduced only to the extent that the former 
exceeds the latter. Only about 1,000 wives’ benefits are payable on a reduced 
basis because of a retirement benefit in their own right.” 


Criticisms 
* w x ao * * 3 

The committee received a number of letters urging repeal of the dual-benefit 
restriction, from: which the committee staff made up a list of the most prevalent 
criticisms of the provision. ‘These are set forth below, along with counter 
arguments. 

l. If a person pays taxes into two retirement systems such as the railroad 
and social-security systems, he should be permitted to draw benefits from both. 
Related to this criticism is the assertion that it is unfair to require a retired 
railroad annuitant who takes a job covered by social security to pay the social- 
security taxes when he has no hope of receiving benefits from that system. 

The counterarguient to these points runs about as follows: It is perfectly 
proper for a railroad man to provide himself with two retirement beneiits, pro- 
vided he does not do so at the expense of other railroad men. The average 
retirement age is now 68, and if it were not for this dual-benefit restriction, some 
railroad men, in order to get social-security coverage in addition to railroad 
retirement, would retire at age 65 or earlier and would receive annuities for 
3 or more years longer, and would pay less in taxes than the men who stayed 
in the industry until the average age of 68. Moreover, the former would receive 
retirement annuities for 3 or more years longer at the expense of the great 
majority of career railroad workers who retire at the average age of 68. This 
would be inequitable. Moreover, both the railroad and the social-security sys- 
tems, for many years to come, will pay benefits vastly in excess of the amount 
of taxes contributed by any retired worker. Thus, although taxes may be 
paid into two systems, the total amounts received in benefits, even when subjected 
to the dual-benefits restriction, will far outweigh contributions. 

It is also pointed out that the purpose of the extremely liberal eligibility 
requirements under the Social Security Act was to extend old-age protection to 
many who had no other system to fall back on, not to provide a windfall to those 
covered by other social-insurance plans. 

2. Income from railroad retirement annuities is often very low and needs 
augmentation from other sources. Yet when an annuitant seeks to qualify 
for social-security benefits in addition, he finds it largely useless because of the 
dual-benefits restrictions. 

In reply to this criticism, it is pointed out that while working the individual 
earns far in excess of the social-security benefit by which the annuity is reduced, 
When he stops working, the total of the two benefits is no less, or greater, than 
the annuity without reduction. 

3. It is not true that the service before 1937, which is creditable under the 
Railroad Retirement Act, is untaxed service. The argument that no taxes have 
been paid for this service is true only to the extent that no taxes were paid at 
that time, but is not true in substance. The taxes payable since 1987 were de- 
liberately set at rates sufficiently high to cover the costs of service rendered be- 
fore 1987. The mere fact that taxes for this service were paid at a later time 
does not make this service untaxed. 

The counterargument to this criticism is on the basis of two points: (a) While 
tax rates are set to cover the costs of prior service, this does not apply to any 
given individual. Rather, the rates are set on an actuarial basis so that, in the 
long run, total taxes collected, with interest, will be sufficient to pay all benefits 
as they fall due; (b) while tax rates were tixed to take account of the prior- 
service liability, it is also true that the cost of the benetits was not to exceed the 
level cost tax rate. As long as this was true, or was believed to be true, dupli- 
cate benefits for all service was possible. But as soon as the cost of the benefits 
exceeded the level cost tax rate (the tax rates for the first 10 years were about 
one-half the rate required to support present benetits), the assumption that such 
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tax rate was adequate to cover the untaxed service before 1987 became invalid. 
The dual-benefit restriction merely recognizes this fact. 

4. When Congress passed the Social Security Act amendments in 1950, some 
railroad workers saw a chance to retire, work for a year and a half or 2 years, 
qualify for social-security benefits, and thus have an adequate retirement in- 
come based on both benefits. They did this in good faith, giving up their senior- 
ity rights, only to have Congress revoke this possibility in 1951 by imposing 
the dual-benefits restriction. Thus the retirement plans of some individuals were 
upset by the dual-benefits restriction. 

The counterargument points out that many such cases were protected by the 
saving clause which prevented any person receiving dual benefits at the time the 
restriction was passed from being reduced. 

It is further pointed out that when Congress enacted the 1950 amendments to 
the Social Security Act it did not consider railroad workers at all hecause they 
were excluded from the Social Security Act. The “new start” provision became 
necessary in the Social Security Act in 1950 because Congress then brought into 
the system for the first time about 10 million people who had not been covered 
by any retirement system before. Had the 1951 amendments to the Railroad 
Retirement Act been considered by Congress at the same time it considered the 
1950 amendments to the Social Security Act, probably the same or some similar 
restriction against double credit for untaxed or noncontributory service would 
then have been provided. 

5. While a work clause denying railroad annuities to those who earn more 
than a stated monthly amount was rejected by Congress, the dual-benefits re- 
striction is actually a type of work clause. The vast majority of jobs, including 
self-employment, are covered by social security. Thus, if a retired railroad 
worker takes a job covered by social security, and becomes eligible for a social 
security benefit, his railroad annuity is reduced even though he is not actually 
receiving the social-security benefit. 

The counterargument to this point is: (a) The annuitant can receive his 
social-security benefit if he prefers to do so, (0) the sum of his annuity and 
wages exceeds the sum of the two benefits, and (c) the dual-benefits restrictio 
is much less drastic than the social security work clause. 

6. The provision is discriminatory because it lumps together those who qualif) 
for a social-security benefit after paying taxes for only 18 months with those 
who have paid social-security taxes for as much as 10 vears. If there must be a 
dual benefits restriction, it should operate to give better treatment to those who 
paid taxes a long time. 

In reply, it is pointed out that, without regard to railroad workers, the Social 
Security Act gives no more benefits to one who paid taxes from 1937 to date 
(which is about 17 years) than to one who paid taxes for only 18 months. This 
was achieved by the “new start” provision in the Social Security Act, and not 
by any provision of the Railroad Retirement Act. 

7. Some letters point out that those affected have already received many thou 
sands of dollars in retirement benefits for very little taxes paid. This may le 
true, but it is no answer because all public retirement systems provide benefits in 
excess of the taxes paid. 

The counterargument would state that public retirement systems do provide 
benefits in excess of the taxes paid, but they also provide for equality of treat 
ment of all persons covered. If the dual-benefits restriction were repealed, there 
would be no equality of treatment under the Railroad Retirement Avt because 
a small minority of railroad workers would receive more benefits and pay less 
taxes than the majority, and at the expense of the majority. If it were possible 
to spare the $10 million to $15 million a year savings achieved by the dual- 
benefits restriction, it would be more equitable to increase the annuities for all 
than to give dual benefits for untaxed service to the minority. 

8. There should be no elimination of dual benefits under the two systems unless 
credits for service under both systems are combined as was provided by Congres 
in 1946 with respect to survivor benefits. 

In reply it is pointed out that the suggestion to combine credits for service 
under both systems overlooks the fact that such combination has already been 
achieved by the overall minimum guaranty in the 1951 amendments to the Rail- 
road Retirement Act, under which the benefit under that act cannot be less than 
it would have been under the Social Security Act if railroad service were com 
bined with employment covered under that act. If such combination wer» 
achieved by integration of the two systems, dual benefits would be eliminated 
not only for service before 1937 but also for service after 1936; and this would 
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certainly be unsatisfactory to those who now oppose the present dual-benefit 
restriction which eliminates dual benefits only with respect to untaxed service 
before 1937; and it would be unsatisfactory to a great many more.” 


Chairman Curtis. If there is nothing further the committee will 
stand adjourned until 10 o’clock on Friday. 

(Whereupon, at 12:38 p. m., Wednesday, November 25, 1953, the 
committee recessed, to reconvene at 10 a. m., Friday, November 27, 
1953.) 
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